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SOCIAL INSURANCE IN SOVIET RUSSIA 


NE of the first acts of the Bolshevist government was to 
() issue a proclamation concerning the principles of social 
insurance. The declaration of October 30, 1917, an- 
nounced: (1) the extension of insurance to cover all wage-earn- 
ers, as well as the poorer urban and rural population; (2) the 
extension of insurance to cover all cases of loss of earning ca- 
pacity, that is to say, sickness, accident, invalidity, old age, 
maternity, widowhood, loss of parents, and unemployment; (3) 
the obligation of employers to bear all costs of insurance; (4) the 
payment of the full wage as minimum in cases of loss of earning 
capacity and unemployment; (5) the complete autonomy of the 
insured in all insurance institutions. 

No plan so daring in conception and ill-suited to the economic 
situation could fail to encounter difficulties when practically ap- 
plied. In the first place, there were the difficulties inherent in 
Russia as a country: her vast area so thinly populated, her lim- 
ited means of communication, and the low standard of popular 
education; second, there were the effects of the war and the dis- 
organization of the essential services of national life. The gov- 
ernment took little account of these factors, its promises being 
dictated by sheer political necessity. In order to maintain their 
position, not yet firmly established, the leaders of the victorious 
party were obliged to use every means in their power to show 
that, after so many years of hardship, they alone wished and were 
able to provide for the well-being and security of the workers. 
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It is more than ten years since the Soviet government first 
turned its attention to legislation on social insurance but much 
still remains to be done. Governmental publications announce 
almost daily modifications in various connections, and although 
it is still too early to judge results, the main tendencies and 
present development of social insurance may already be dis- 
cerned together with the difficulties yet to be overcome. 

Those who care to understand the social changes in new 
Russia will find this question of particular interest. Provident 
institutions attract little public attention; their work goes on 
quietly and has none of the spectacular nature of political events 
and decisions of government councils, but its influence is far- 
reaching. Insurance unites great masses of workers, and teaches 
the workers to realize their essential needs. It cannot be disre- 
garded when studying the economic situation and the psychology 
of that class of society in whose name the Bolshevist government 
speaks and acts. Nor must its effect upon the economic develop- 
ment of the country be overlooked, in view of the fact that the 
Soviet government has undertaken to set up, in a country already 
in the throes of an economic crisis, a comprehensive system of 


insurance, side by side with such measures as the nationalization 
of industry and the introduction of a monopoly of foreign trade. 


I. HISTORICAL SURVEY 


What were the institutions found by the Bolshevists when 
they came into power? In 1917 the Russian worker was already 
familiar with the idea of social insurance. In its general outline, 
the development of provident institutions in Russia had been 
similar to that in the western European countries: voluntary 
insurance by mutual aid societies; the introduction of legislation 
concerning employers’ liability in case of accident (1903); and 
the acts concerning compulsory accident and sickness insurance 
(1912). 

Voluntary insurance’ was only introduced in the second half 


*V. P. Litvinoff-Falinsky, New Acts Concerning Insurance of Workers (St. 
Petersburg, 1912), pp. 18 ff. All citations are to Russian sources, whose titles 
are here translated into English. 
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of the nineteenth century and developed very little. It assumed 
many different forms, but was constantly handicapped by the 
agricultural nature of the country and the absence of any per- 
manent relation between the worker and the factory. Russian 
workers could always return to their homes in the country in case 
of prolonged sickness or unemployment. Also the government 
regarded all organizations, set up through the workers’ initiative, 
with suspicion. At the beginning of the century, not more than 
one thousand mutual associations were in existence, with a mem- 
bership of about half a million, and the services they were able to 
render to the workers were practically negligible. 

The organization of medical service by the employers, an 
institution peculiar to Russia, was of considerably greater im- 
portance. The Russian employers took the same view as the 
bureaucracy in this matter. They thought it better to organize 
hospitals and dispensaries themselves and to engage physicians 
and set up pharmacies than to allow the workers’ organizations 
to act in this matter. The workers had no confidence in employ- 
ers’ medical service, and began to demand compulsory insurance. 
They were dissatisfied with the act of 1903 concerning the em- 
ployers’ liability in case of accident, on the ground that the em- 
ployer was not obliged to insure himself and that the worker re- 
ceived no benefit whatsoever if his employer were ruined. 

The events of 1905 were needed to force the government of 
the Czar to listen to the workers’ demands. Immediately after 
the revolution preparations were made for drawing up the bills 
that were submitted to the Duma in 1908. Parliament took four 
years to examine them and finally promulgated two acts on June 
23, 1912, the Accident Insurance Act and the Sickness Insurance 
Act.? 

The Russian legislature was greatly influenced by Germany. 
It instituted large associations of heads of undertakings through 
which to administer accident insurance and to co-ordinate the 
resources required for its application. But whereas these associa- 
tions are set up in Germany according to trades, the Russian act 


* A. Vishnevetzky, Evolution of Social Insurance Legislation in Russia (2d. 
ed.; Moscow, 1926), pp. 26 ff. 
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provided that they should be set up according to district. In case 
of accident, the worker was entitled to medical attention from the 
first day of the accident and to a daily benefit from the fourteenth 
week after the date of the accident. Should he become invalided, 
he was entitled to a pension of a maximum of two-thirds of his 
wages, in case of total disablement, and the pension was to go to 
his family upon his decease. 

Benefits were payable by the sickness insurance funds dur- 
ing the first fourteen weeks of disablement. These were funds 
for industrial workers, with the exception of those employed in 
factories where there were less than 20 (in some cases 30) work- 
ers. The insured bore three-fifths and the employers’ two-fifths 
of the expenses. At the general meetings workers and employers 
had votes in the same ratio as their contributions. 

These two acts remained in force until the 1917 Revolution 
and played an important part in spreading the idea of compul- 
sory social insurance. Througu them about 3 million Russian 
workers were enabled to set up organizations scattered up and 
down the country and to unite to protect their common interests. 
The sickness insurance act was, morover, considerably trans- 
formed by the amendment of July 25, 1917, promulgated by the 
Kerenski provisional government. The scope of insurance was 
extended, and the administration of the funds was put into the 
workers’ hands, the workers themselves being permitted to or- 
ganize the medical service at the employers’ cost. The nature of 
the funds, however, remained essentially the same. When the 
Bolshevists came into power the very existence of this legislation 
was threatened. 

Since that date the evolution of the idea of social insurance 
has followed the same curve as the economic policy of the Soviet 
government. It shows two sudden breaks: the first when the 
Communist régime was introduced and the second when Lenin 
put forward the idea of the New Economic Policy. 

There are thus three distinct periods in the development of 
Soviet insurance, the first dating from when the Bolshevists 
came into power until the end of 1918, the second covering 1919 
and 1920, and the third beginning in 1921. They differ both in 
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importance and duration and their chief characteristics are as 
follows: during the first period the main object of the govern- 
ment was to improve existing legislation upon the lines indicated 
in the 1917 program. During the period of the so-called “war 
Communism,” 1919-20, the Soviets gave up the insurance prin- 
ciple and put forward a system of relief covering the entire work- 
ing population. And, finally, upon the introduction of the New 
Economic Policy, the principle of relief was definitely aban- 
doned, its place being taken by a unified system of insurance. 

During both the transitional and Communist periods, legis- 
lation was imperfectly applied and no reliable statistics are avail- 
able. The years 1918-20 will therefore be dealt with in brief. 

The only legislative measure of any particular interest taken 
during the period 1917-18 is the decree of December 22, 1917, 
concerning sickness insurance.’ In accordance with this decree 
all wage-earners became entitled to insurance, the organization 
of the medical service by the funds was made compulsory, the 
rate of benefit was increased to equal the full wages, no waiting 
period was imposed, and the entire cost of insurance was laid 
upon the employers. 

This decree was in force for only ten months, and was ren- 
dered practically inoperative by the anarchistic activity of the 
sickness insurance funds, which took the form of attempts to 
organize accident insurance and, in defiance of all legal provi- 
sions, to introduce unemployment insurance. As a result of the 
rapid disappearance of all the organizations of the capitalist 
régime, to make way for institutions of the Communist type, the 
principle of insurance was replaced by a system of relief, gov- 
erned by a decree of October 31, 1918.* 

The whole structure of insurance in Russia was changed by 
this decree. Even artisans and the majority of the peasants be- 
came entitled to insurance; sickness insurance funds were re- 
placed by public bodies, the so-called subsections for social 
providence and the protection of labor. The system covered 
every kind of physical risk and unemployment. The whole of this 
legislation presupposed the existence of a socialist society, each 


* Ibid., pp. 48 ff. * Ibid., pp. 64 ff. 
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member of which has the right to work and is indebted for that 
right to the state, the latter being responsible for its citizens if 
the contingency insured against arises. Therefore the decree did 
not provide that benefits should be paid to members of the fam- 
ily. The widow who was physically fit was obliged to work, and 
should she become unable to work, her children were put in the 
care of the state. As the number of nationalized undertakings 
increased, the payment of contributions would become unneces- 
sary, and in its stead the necessary resources would be drawn 
from the public treasury. 

This legislation was never practically applied. Had too much 
been attempted? The Bolshevists realized that they must with- 
draw certain of their demands and that the dream of a socialist 
state was over. The New Economic Policy was at hand. The 
decree of November 15, 1921, and the Labor Code of 1922 laid 
down the principles of a new system of social insurance, that, 
after frequent amendments, still remains in force. It should be 
examined carefully as presenting a concrete example by which 
to estimate the true value of one of the greatest social experi- 
ments made by the Soviet government. 


II, THE PRESENT SYSTEM 


The present system is based upon the principle of compul- 
sory insurance for all wage-earners, expenses being borne ex- 
clusively by the employers. According to its Marxist promoters, 
whose main concern was the problem of the distribution of 
wealth, insurance should increase the share of the working-class 
in the national revenue. It maintains the workers’ standard of 
living should the risk insured against occur, be it physical risk or 
the economic risk of unemployment.’ The Soviet system of in- 
surance grants absolute self-government to the insured without 
any interference whatsoever on the part of the employers. 

But the most original feature of the scheme lies in the fact 
that it constitutes one all-embracing whole. For each territorial 
district, Russian legislation sets up a single institution having 
the monopoly of insurance, whose duty is to collect a single con- 
tribution from each employer with which to cover all risks. 


*L. V. Sabelin, The Theoretical Basis of Social Insurance (Moscow, 1926). 
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A brief account of the main points of the system, the scope 
of insurance, benefits, financial resources, and institutions, will 
now be given. 

SCOPE OF INSURANCE 

The Labor Code renders all wage-earners liable to insurance, 
whether employed in state undertakings, public, co-operative, 
conceded, mixed or private undertakings, or by private individ- 
uals, irrespective of the nature and duration of their employment 
and the method of remuneration. Thus, in theory, the Soviet 
system of insurance covers the entire working-class. 

In practice, however, it has been found impossible to include 
all the categories of persons in question in a system of insurance 
covering all risks. The Soviet experts themselves admit that the 
facts fall short of the ideal.* It is true that special efforts have 
been made to cover an increasingly large number of persons; 
from 4,900,000 in January, 1923, the number of the insured had 
risen to 9,658,000 at the end of 1928," and in the estimates for 
the budget of 1928-29, the number of the insured was put at 
more than ro million. 

Two classes of workers receive special treatment. The first 
includes seasonal and temporary workers, peasants who take 
extra work in order to add to their incomes (workers in forestry, 
the fishing industry, the sugar industry, etc.). They are classi- 
fied in five groups according to their degree of economic inde- 
pendence and are only insured against certain risks. For instance, 
seasonal workers in the fishing industry are not insured against 
invalidity or unemployment nor are their wives and children en- 
titled to benefit. 

Agricultural workers form the second class. Whereas the 
inclusion of seasonal workers in the industrial working-classes 
is a debatable point, agricultural workers should definitely be 
included. But the Soviet government was forced to take into 
account the attitude of the peasants, particularly the more im- 
portant farmers (Kulaki), who in some districts were strongly 

*N. A. Vigdortshik, Popular Survey of Social Insurance (Moscow, 1927), 
P. 175. 


* Trud, No. 295 (December 20, 1928). Trud (“Labor”) is the daily journal 
of the Central Federation of Trade Unions. 
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opposed to insurance because it involved cost to themselves. It is 
only quite recently that the insurance of agricultural workers 
employed in the more industrial type of farm undertaking, has 
been regulated by law and, even so, with the reserve that the act 
in question shall only be applied, in the beginning, to a certain 
number of districts with about 300,000 agricultural workers 
(there are 2 million in the whole country). 

To sum up, the Russian system covers the main body of 
workers in industry, commerce and transport; it applies, in part, 
to seasonal workers, but it does not include the great majority of 
agricultural workers or certain classes of workers that are diffi- 
cult to reach, such as persons employed by artisans. 


BENEFITS 

Distinction must be made between pecuniary benefit (daily 
payments, pensions, etc.) and benefits in kind, such as medical 
attention. The fact that the insurance funds only grant the 
former constitutes an interesting feature of the system. All bene- 
fits in kind are administered by the public health authorities, 
dealing with the insured as with the rest of the population. This 
question will be discussed later, following an account of the pe- 
cuniary benefits paid to the workers or members of their family 
in case of temporary incapacity, sickness, death, and unemploy- 
ment. 

Temporary incapacity—When drawing up the insurance 
acts, the Russian legislators followed the principle that the aim 
of social insurance is to help to maintain the workers’ standard 
of living whenever the contingency insured against shall occur. 
In their opinion there is only one risk, namely, the social risk, 
to which the working-class alone is exposed, on account of its 
position in a capitalist society. This risk appears in various 
forms but always affects the same class and always has the same 
result: the standard of living is reduced. In principle, no dis- 
tinction is made between accident, sickness, and child-birth 
(eight weeks before and after confinement for manual workers 
and six weeks before and after for other employees).* Insurance 


* Quarantine and the time spent at home by one member of a family to 
nurse another are regarded as temporary incapacity. 
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should fully compensate the worker, irrespective of the origin or 
consequence of the risk, loss of earnings, or increased expense. 

Thus, in case of loss of working capacity, every insured work- 
er receives from the Soviet insurance funds a benefit equal to his 
full wages, but subject to maximums of from 120 to 180 rubles a 
month, according to the district. In view of the low standard of 
wages in Russia, these maximums only affect about 1 per cent of 
the insured. The benefit is granted from the first day of inca- 
pacity and for its duration or until the worker becomes entitled 
to a disability pension. In practice, however, a large number of 
funds have been obliged, on account of their financial position, 
to limit this period, only granting benefit for a maximum of from 
four to six months. 

The Russian funds also partly compensate for increased ex- 
penses in that they grant three classes of so-called supplementary 
benefits, for which a fixed rate was established in 1927. They 
constitute (1) a layette benefit of from 16 to 30 rubles, accord- 
ing to district, payable upon the birth of the child; (2) a nursing 
benefit varying from 4 to 8 rubles a month for nine months, and 
(3) a funeral benefit of from 21 to 45 rubles (50 per cent in case 
of the death of a child less than ten years of age). 

In principle, and subject to a maximum rate, an insured 
worker receives his full wage in case of temporary disability and 
a special benefit for extra expenses incurred upon the occasion of 
a birth or a death. 

There is a serious objection to the payment of the full wages. 
Since he is sure that his standard of living will remain unchanged, 
the worker is tempted to report himself sick in order to obtain 
his wages without having to work for them and, from the begin- 
ning, a great financial strain has been put upon the funds by the 
excessive number of malingerers applying for benefit. Severe 
measures have been taken to prevent abuses of this kind. Where- 
as, prior to 1927, the grant of sick leave was a function of the 
public health authorities alone, the funds now share this function 
with them, and sick persons attended at home are subject to the 
joint supervision of physicians and workers’ delegates. The 
funds are also authorized to refuse benefits for sickness due to 
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excessive use of alcohol unless the sickness lasts for more than 
three days. 

Disability survivors —In comparison with sickness, disabil- 
ity is a risk of long duration, and heavy expenses are entailed if 
it is to be covered. It was beyond the power of the Soviet funds 
to carry out disability insurance in accordance with the principles 
upon which the system is based, that is to say, the granting of 
benefit regardless of the cause of incapacity and the payment of 
the full wages. The Soviets were forced to give way to “bourgeois 
principles” and to distinguish between disability resulting from 
an industrial accident or an occupational disease and that result- 
ing from other diseases in general. In the great majority of 
cases, only a proportion of the wages is paid to either class. 

There are six classes according to the degree of disability. If 
the disability is the result of an industrial accident or an occupa- 
tional disease (the Russian list of occupational diseases is con- 
siderably shorter than those of England, Germany or Switzer- 
land) the following pensions are granted: 

First group: full wages 

Second group: three-fourths of wages 
Third group: one-half of wages 
Fourth group: one-third of wages 
Fifth group: one-sixth of wages 

Sixth group: one-tenth of wages 


If the disability is due to a non-occupational disease or acci- 
dent, no pension is granted to the last three groups and the first 
three receive a reduced pension as follows: 


First group: two thirds of wages 
Second group: four-ninths of wages 
Third group: one-third of wages 


The monthly pension of the better-paid workers cannot ex- 
ceed from 120 to 150 rubles, according to district; but this re- 
striction affects a very small number of persons. During the year 
1926-27, the average monthly wage of insured persons was only 
59 rubles, 55 kopecks. 

Russian legislation restricts the insurance of disability of 
non-occupational origin upon two other points: the qualifying 
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period and the economic status of the person applying for the 
pension. The right to benefit is granted only to those who can 
prove that they have been engaged in paid employment for a 
period of from one to eight years, varying according to age. This 
right becomes almost negligible in the case of persons of fifty 
years of age and over, who are obliged to produce evidence of 
eight years of paid employment; it is lost entirely to a whole 
group of persons, such as artisans, small shopkeepers, etc., who 
before the Revolution were in business for themselves but after 
the Revolution found themselves forced into the working-class. 
The older people in particular had to suffer, the more so since 
there is no old-age insurance in Russia, with the exception of the 
old-age pensions recently granted to a certain number of workers 
in the textile industry. 

The other restriction concerns the economic status of the in- 
sured worker. Until 1928, the funds were legally authorized, 
temporarily or permanently, to withhold the disability pension if 
the insured person’s income from other sources equaled or ex- 
ceeded the pension, or if he was employed by other persons. The 
funds exercised this privilege in different ways: some withheld 
the pension if the insured had a vegetable garden; others, if he 
had an income equal to the amount of the pension; and others if 
he received any assistance from his parents. Under the regula- 
tion of July 4, 1928, the funds lost a certain measure of their 
freedom of decision, but the right of such persons to a pension 
still remains doubtful. The Soviets have, in this connection, de- 
liberately departed from the principles of insurance, and their 
disability insurance more nearly resembles a vast system of re- 
lief, a legacy of the “war-Communism” period. 

This restriction also applies to pensions granted to the mem- 
bers of the family of a disabled person, in event of his death. A 
pension is only granted to widows and orphans who were sup- 
ported by the deceased and provided that they have no other 
means of subsistence. Adults must themselves be invalids or 
have to support children of under eight years of age; children 
must be less than sixteen years of age. The amount of the pen- 
sion varies with the number of incapacitated persons in the fam- 





388 A. ABRAMSON 


ily of the deceased and according to whether his disability was 
the result of an accident or any disease. 

Soviet legislation on disability insurance, it appears, has not 
been able to put into practice all the principles laid down in the 
social insurance program proclaimed by the government. It has 
proved to be distinctly less satisfactory than the legislation on 
insurance in case of temporary incapacity, both as regards the 
number of persons covered (on October 1, 1928, there were 570,- 
ooo pensioners and 350,000 assisted families) and the rate of 
benefit (from 22 to 23 rubles a month at the end of 1928).° 

Unemployment.—The same is true of unemployment insur- 
ance, though in this case the Soviets seem to have achieved still 
less. Up to the present, they have been prevented from reaching 
their ideal in the matter of disability insurance by very real dif- 
ficulties, but as regards unemployment insurance the ideal itself 
seems to have been abandoned. It seemed impossible to pay the 
worker his full wages. It soon became clear to the Russian social- 
insurance authorities that unemployed workers would make less 
and less effort to obtain fresh employment as the amount of the 
benefit approached that of the full wages; therefore, the funds 
only paid a benefit not exceeding 50 per cent of wages. 

A recent decree classifies unemployed workers in three groups 
according to their qualifications. The first group receives a fixed 
benefit of from 12 to 27 rubles a month, according to the place 
of residence; the second from 9g to 20 rubles; and the third from 
7 to 15% rubles. Those whose family is dependent upon them 
receive a supplement of 15 per cent for one dependent person, 25 
per cent for two, and 35 per cent for three or more. Since May, 
1927, these benefits are granted to skilled and unskilled workers 
for a maximum of nine months in a year, and not to exceed 
eighteen months during any one period of unemployment. No 
benefit is paid to those who have other sources of income or who 
are supported by a husband or wife having an unearned income 
or whose wages exceed from 72 to 120 rubles a month, according 
to district. 


*L. P. Nemtchenko, “Aims of Social Insurance,” Trud, No. 293 (December 
18, 1928). : 
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However, it would be a mistake to assume that the Russian 
unemployed as a body benefit by these provisions. Of a total of 
1,374,000 unemployed (October 1, 1928) registered at the em- 
ployment exchanges (and how many are not registered! ), 765,- 
000 (July 1, 1928) were in receipt of an unemployment benefit 
averaging 15 rubles a month.*° 

Russian unemployment has certain features peculiar to it- 
self. It is due not only to the economic crisis and the slow ad- 
vance of industrialism, but also to the influx of the rural popula- 
tion into the towns and to the high birth-rate (40.7 births per 
thousand inhabitants in 1923). This means that there is a whole 
section of unemployed composed of persons who have not been 
wage-earners and who are looking for paid employment for the 
first time. Whatever may be the influence of these “pseudo-un- 
employed,” the fact remains that only a proportion of the unem- 
ployed are covered by insurance. 

It should be observed that, besides granting pecuniary bene- 
fit, the funds assist the unemployed still further, in that they 
grant subsidies to co-operative groups of unemp/oyed that have 
existed hitherto upon a somewhat precarious footing, and in that 
they collaborate in providing the financial support necessary for 
the execution of public works by the unemployed. 

Medical benefit—Soviet Russia has its own method of or- 
ganizing the medical service for the insured; with the exception 
of a few sanatoriums and convalescent homes, the entire medical 
service is taken out of the hands of the funds. It is organized by 
the Public Health Commissariats of the Federated Republics and 
their administrative bodies. The Russians refer to the “unified 
Soviet medical service.” 

Any insured person in need of medical attention receives it, 
not through the insurance fund, but through the local office of the 
Public Health Commissariat. No fee is required either from the 
insured or from members of his family or from invalided or un- 
employed persons, even when they are in receipt of pecuniary 
benefit. 

Until recently the public health authorities not only had the 


* Ibid. 
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entire charge of the medical service but also controlled the med- 
ical supervision of the insured. They alone were competent to 
grant sick leave and to decide the degree of incapacity in case of 
invalidity. In 1927, as a result of violent protest on the part of 
insurance institutions, the funds obtained the right to supervise 
the granting of sick leave, the vital point being the direct influ- 
ence of sick leave upon the financial position of the funds. 

But the hostile attitude of the insurance funds toward the 
public health authorities, as evidenced by continual and pro- 
tracted disputes, still persists. The public health authorities only 
attend to insured persons upon the condition that the insurance 
funds make a certain payment. The funds complain of two 
things: (1) that the medical attention provided for the insured 
is inadequate both as regards quality and quantity; (2) that the 
money paid by the funds to the public health authorities in re- 
spect of the insured is used by the authorities to provide medical 
attention for the rest of the population. It must be admitted that 
the attitude of the insurance funds appears to be justified. 

The inadequate nature of the medical service for the insured 
constitutes one of the weakest features of the Russian system. 
Up to a point, the insured receive preference, but there are too 
few physicians and properly organized clinics and dispensaries 
to satisfy the needs of so vast a body of insured. 

To take a few examples: The Annual Report for 1925-26 
of the General Administration for Social Insurance of the 
R.S.F.S.R. (Russia, properly speaking) states (pp. 93-94) that 
in Moscow itself, where the medical service is considerably bet- 
ter organized than in the provinces, medical atter*tion is frequent- 
ly refused to a large number of insured persons. The Moscow 
dispensaries were obliged to refuse to treat from 9 to 16 per cent 
of those who applied. The clinics refuse about 1.200 persons a 
month owing to lack of space. The same report adds that the 
clinics are so out of date and so ill-equipped that it is impossible 
to give the insured proper treatment. 

The Brief Survey of Social Insurance from 1924 to 1926, 
presented by Mr. Nemtchenko, head of the Central Administra- 
tion for Social Insurance in U.S.S.R. at the Seventh Trade Union 
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Congress (p. 49) shows that the doctors have more work than 
they can deal with. The normal number of patients that a physi- 
cian can examine daily in the dispensaries is given as 35, but this 
figure is often exceeded: in 1924-25 a physician had to attend an 
average of 76 patients in Orechovo-Suevo and 100 in Tver and 
the Don mining district. At Ijevsk, an oculist examined 88 pa- 
tients, a surgeon 95, and a physician 150 patients daily. The 
number of beds in the hospitals and of first-aid stations in the 
factories is seriously inadequate. There are about 600 enter- 
prises in Russia that have no first-aid station at all. In 1925, 
in Moscow, insured manual workers spent 0.75 per cent of their 
wages in private physicians’ fees; other employees spent even as 
much as 2.5 per cent. The Brief Survey of Social Insurance in 
1926-27 confirms these statements (pp. 43-45). 

According to a report presented to the Institute of Public 
Hygiene in Moscow," there is one hospital bed per 750 inhab- 
itants in Russia, and one bed per thousand inhabitants in the 
Ukraine. Two hundred thousand additional beds would be re- 
quired to reach an average of one bed per 350 inhabitants. The 
same report states that in the United States there is one bed per 
240 inhabitants, in France one bed per 175 inhabitants, and in 
Sweden one bed per go inhabitants. 

The other objection raised by the funds deals with the way 
in which the amount paid to the public health authorities is ap- 
plied. It should, in accordance with existing decrees, be devoted 
solely to the provision of medical attention for insured persons, 
certain credits being granted from the local budgets. These sums, 
it appears, represent almost half the entire budget of the public 
health authorities. The contribution of insurance institutions to 
the budget of the Commissariat of Public Health represented 
39.4 per cent of the total in 1923-24, 46.6 per cent in 1924-25, 
and 48.7 per cent in 1925-26."* It would appear, therefore, that 
part, at least, of the money provided by the insurance funds for 
medical attention to which the insured alone are entitled is ab- 
sorbed for other purposes by the public health authorities. 
™ Insurance Questions (1926), No. 45. 

* Report on Insurance in R.S.F.S.R. in 1925-1026, p. 92. 
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The result is that the insurance funds seek to collaborate in 
the administration of the medical service. Until the present, 
however, their activity has been limited to the establishment of a 
series of sanatoriums and convalescent homes, some of which 
belong to the Central Administration for Social Insurance in 
U.S.S.R. and are situated in the Caucasus and Crimea; others 
are organized by local funds. The latter tend to develop more 
rapidly, since they can be more cheaply run. 


FINANCIAL RESOURCES 

Insurance is financed from contributions paid by public and 
private undertakings and by private persons employing paid 
workers; no financial support is given by the worker or the state 
as such. 

The workers have always maintained that insurance con- 
tributions only represent a part of their wages that is not paid to 
them direct. It is devoted to the welfare of the workers as a 
whole. If in capitalist communities the workers are obliged to 
pay part of the contribution, it is only because, in their struggle 
against the ruling classes, they have not yet been able to force 
the employers to increase their wages to cover the amount paid to 
insurance funds. 

Under the unified system adopted by the U.S.S.R., the em- 
ployer is required to pay a single contribution for each worker 
that shall cover all risks. The contributions are calculated in 
proportion to the wages of the workers. Industries have there- 
fore been classified in four groups according to the degree of risk. 
In 1922 the contribution was fixed at 22 per cent of the wages for 
the first group; 23.5 per cent for the second; 26 per cent for the 
third; and 28.5 per cent for the fourth. It became evident at the 
beginning that these rates put too great an economic strain upon 
the employers, and they were almost immediately revised. Since 
March 1, 1923, they were reduced respectively to 16, 18, 20, and 
22 per cent, and at the same time special rates were granted in 
favor of nationalized undertakings, the degree of risk to which 
the worker was exposed being almost completely ignored. Since 
then the average rate of contribution has been subject to con- 
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tinual changes. The average was 14.4 per cent in 1924-25; 13.4 
per cent in 1925-26; 13.1 per cent in 1926-27; falling to 12.7 
per cent in 1927—28."* 

Today the contributions are calculated according to a re- 
duced tariff in respect of the majority of the insured—6o per 
cent—employed in nationalized industries (the heavy industries, 
transport, and other industries appearing in the state budget and 
local budgets). This tariff is based not upon the degree of risk to 
which the worker is exposed but upon the financial position of the 
undertaking, and is a great source of discontent among the work- 
ers. One of the first demands of the trade unions today is that it 
should be abolished, as can be seen upon reference to the recent 
discussions at the Eighth Trade-Union Congress. 

When the system was first applied, considerable difficulty 
was experienced in the collection of contributions. The employ- 
ers refused to pay, and the funds were unable to balance their 
accounts. Severe measures have been taken during the last two 
years against the worst offenders, and contributions are now paid 
with a certain degree of regularity. 

Notwithstanding the progress that has been made in this con- 
nection, the financial position of Russian funds remains precari- 
ous. In addition to the reduced scale of contributions and de- 
layed payments, some of the more important factors affecting 
the financial position of the system may be summarized as fol- 
lows: 

1. Increased benefits and the increasing number of persons 
in receipt of benefit. According to the report presented to the 
Eighth Trade-Union Congress, in 1927—28,"* the cost of benefits 
for disability, unemployment, and temporary incapacity in- 
creased by 24 per cent in comparison with the previous year as 
against an increase of 13 per cent in the total contributions. 

2. The continued reduction of liquid assets (69 millions at 
the beginning of 1925-26, 48 millions at the beginning of 1926- 

*L. P. Nemtchenko, “Aims of Social Insurance,” Trud, No. 293 (December 
48, 1928). 

tt Stl be noted that part of this money is intended for the construction 
of workers’ dwellings—in 1927-28, an average of 0.5 per cent of the wages. 


™“ Trud, No. 295 (December 20, 1928). 
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27, and 44 millions in the middle of 1927—28)** to the extent that 
the funds have frequently been obliged to cease the payment of 
benefits. 

3. No adequate reserve fund upon which to draw in times of 
crisis. 

4. The frequent use of resources for unforeseen expenses, 
such as the construction of buildings, in particular. 

A chronic deficit is the result. It represented the sum of 3 
million rubles in 1926-27; the following year income and ex- 
penditure almost balanced; ** this is also true of the estimates for 
1928-29 of 1,127,700,000 rubles income and 1,077,700,000 ru- 
bles expenditure, including the constitution of a reserve fund of 
about 50,000,000 rubles. But it would appear that a further, still 
heavier deficit, estimated at about 47,000,000 rubles, is inevita- 
ble.’ This is sufficiently serious to threaten the whole standard 
of Soviet insurance, and discussions have already arisen in con- 
nection with a proposal put forward by the Finances Commissari- 
at of the U.S.S.R. It suggests that the cost of insurance should be 
reduced by the application of a three days’ waiting period for 
daily benefits, the payment of three-quarters of the wages in case 


of temporary incapacity instead of the full wages, and the appli- 
cation of a six months’ qualifying period fer maternity benefits.** 
The trade unions replied to this attack by demanding that the 
reduced tariff should be abolished and that the rate of contribu- 
tions should be raised. The struggle has begun, whose outcome 
will decide whether the present standard of social insurance shall 
or shall not be maintained. 


INSURANCE INSTITUTIONS 

Soviet funds are territorial institutions, each one being com- 
petent to insure all insurable persons whose place of employment 
is within its sphere of action. An exception is made in the case of 
persons engaged in transport services (railways and waterways). 
In the course of their employment these persons move continual- 

*L. P. Nemtchenko, “Aims of Social Insurance,” Trud, No. 295 (December 
18, 1928). 

* Trud, No. 295 (December 20, 1928). 

* Trud, No. 287 (December 11, 1928). * Ibid. 
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ly from place to place and it is therefore impossible to attach this 
class of worker to a territorial center. Consequently, it has been 
found necessary to make an exception in their favor and to set 
up occupational funds for transport workers. On April 1, 1928, 
there were 505 funds as against 590 on October 1, 1926.” 

There is no parallel to these institutions in other countries. 
Certain features are pecu.iar to them: (1) they are unified in- 
stitutions, that is to say, they are competent to insure against 
all risks; (2) they are intimately bound up with trade union or- 
ganizations. 

The whole system is based upon rigid hierarchical principles. 
At the foot of the scale is the local primary fund, covering, in 
principle, a radius of 2 versts and including at least 2,000 work- 
ers. These funds are competent to collect contributions and to 
grant benefits for temporary incapacity and unemployment. 
They may set up branch insurance offices (there were 2,691 of 
these on April 1, 1928, as against 2,265 on October 1, 1926)” 
and appoint representatives (of which there were 1,198 on Janu- 
ary 1, 1927) for outlying districts where there are too few in- 
sured to set up a fund. Then come the departmental or regional 
funds that direct the work of the primary funds and are com- 
petent to grant disability pensions. They in their turn are con- 
trolled by a General Administration for Social Insurance con- 
nected with the Labor Commissariat in each of the Federated 
Republics, whose duty it is to supervise and co-ordinate the ac- 
tivity of the funds as a whole. The Federal Administration of 
Insurance, in connection with the Labor Commissariat of the 
U.S.S.R., forms the keystone of the system. 

Regarded from the point of view of practical application, the 
structure of the system presents many anomalies. Many offices 
have been set up that are not provided for in the law, and the 
functions of one body are frequently taken over by another. In 
Siberia, in Asiatic Russia, in the Urals, and in the Northern Cau- 
casus, regional committees have been created to control the work 

* Social Insurance in 1926-28: A Brief Report by the Central Administra- 
tion of Social Insurance in U.S. S.R. (Moscow, 1928), p. 29. 

” Ibid. 
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of the departmental funds, the latter being subordinate to them; 
in Moscow and Leningrad departmental committees are to be 
found that supervise the departmental funds and collect the em- 
ployers’ contributions in both capitals. In the Ukraine Republic 
there are insurance offices with the functions of district funds 
sometimes having a membership of more than 100,000, whereas 
according to the law they may only be set up for from 200 to 
2,000 persons. Many such examples might be given; those that 
have been mentioned are sufficient to demonstrate the need for a 
wider regulation that would conform more easily both to the par- 
ticular conditions in the various districts and to the needs of the 
insured that have already grown beyond the limits fixed by legis- 
lation. 

Soviet insurance is administered in every grade exclusively 
by trade unionists; this is one of the fundamental principles of 
the whole system. From the beginning the Bolshevists were vio- 
lently opposed to any subdivision in the workers’ movement—at 
least, iti so far as their own movement was concerned. They were 
determined that the Russian working-class should present a 
united front to capitalism and should not tolerate any distribu- 
tion of forces in separate political, trade union, co-operative, or 
insurance groups within the movement. This attitude is reflected 
in the insurance system. The law, based upon the principle that 
there shall be no dissipation of energy, provides that the com- 
mittees for the administration and auditing of the funds shall be 
elected at trade-union meetings in the various districts. This 
method of election also applies to the departmental funds, the 
officials of which are appointed by the Intertrade-Union Confer- 
ence of the department or region. The head of the Central Ad- 
ministration of Insurance in connection with the Labor Commis- 
sariat of the U.S.S.R. is appointed in agreement with the Central 
Federal Trade-Union Council. 

The committee constitutes the main administrative body of 
the fund, and directs and carries out the work of the fund with 
the assistance of paid officials. The number of members of these 
committees varies considerably from district to district. In the 
Ukraine, according to the report for 192 5—26, there was an aver- 
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age of 19 persons per committee, 89.5 per cent of whom were men 
and 10.5 per cent women (68.5 per cent were manual workers 
and 31.5 per cent other employees). The majority belonged to 
the Bolshevist party (63.2 per cent were Communists as against 
36.8 per cent “no party”). In the same republic there was an av- 
erage of one official per 529 persons insured against all risks, 
131 partially insured persons, 33 persons in receipt of a pension, 
and 24 unemployed. 

The Soviets seem to have achieved one of the main objects of 
their program, that is to say, the employers bear the entire cost 
of insurance, while the administration is in the hands of the 
workers. But the workers have not been able to make themselves 
independent of those who alone supply the necessary financial 
support. Urged by various economic bodies, the Russian govern- 
ment was obliged to promulgate an order of February 6, 1925, 
setting up the Federal Council for Social Insurance. The func- 
tions of this body were to inquire into the policy of the Central 
Administration for Insurance, to examine its annual accounts 
and reports, to prepare bills, and to approve orders and instruc- 
tions issued by the Administration. The Council, based upon the 
principle of equal representation, is composed of representatives 
of the Central Federal Trade-Union Council and of the Soviet 
economic administrative bodies (representatives of the Supreme 
Council of National Economy and of the Finance and Transport 
Commissariats). Councils of a similar kind have since been set 
up in connection with the Labor Commissariats of the Federated 
Republics. It is of interest to observe that in the course of the 
discussions on the preparation of the insurance budget, the eco- 
nomic bodies showed a tendency to reduce expenses, while the 
trade unionists were in favor of increasing them. 

As the policy of Soviet insurance is more and more influenced 
from headquarters, and as Moscow obtains an ever increasing 
authority over the funds and their work, the Federal Council for 
Insurance will grow rapidly in importance, while the principle of 
administration by the workers will recede more and more into the 
background. 
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III. CONCLUSION 

In conclusion: whatever changes may have taken place in 
the conditions of work in Russia (and there are many, among 
those competent to judge, who maintain that a comparison is not 
always to the advantage of the Soviets), it must be admitted that 
they have certainly been successful in so far as social insurance 
is concerned. Their system obviously compares more favorably 
with the systems applied in other countries than with the pro- 
gram they prepared at the beginning of the Revolution. In spite 
of certain imperfections, the fact remains that since the introduc- 
tion of the New Economic Policy, the U.S.S.R. has made a deter- 
mined attempt to insure as many as 10 million persons against 
physical risks and the economic risk of unemployment and that 
more than 1 billion rubles is devoted to this purpose annually, 
although the country is still suffering from the adverse economic 
effects of the war and the Revolution. According to calculations 
made by an expert, M. Sabelin,** the money raised in 1925-26 
for the purpose of insurance represented 3.7 per cent of the in- 
come of the whole population of the Union and 11.7 per cent of 
the income of wage-earners. In a country where the standard of 
wages is extremely low, this obviously represents a serious at- 
tempt to raise the workers’ standard of living. It should be ob- 
served, however, that money raised is devoted to the interests of 
one section of the workers only. In consideration of various po- 
litical and technical factors, the Soviets have definitely favored 
urben workers under their system of insurance at the expense of 
the rural workers and have thus encouraged an influx of workers 
from the country to the towns. Russian insurance is essentially 
a system of insurance of urban workers. 

In case of accident or sickness, workers in the U.S.S.R. re- 
ceive a benefit equal to their wages. They also receive a supple- 
mentary grant in respect of extra expenses incurred upon the oc- 
casion of a birth or a death. The rate of benefit paid in case of 
disability and unemployment is considerably lower. Disability 
due to a non-occupational disease is covered by a system more 
nearly resembling a system of relief than an insurance system, in 


™ Insurance Questions (1927), No. 33. 
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the true sense. No old-age insurance exists in Soviet Russia, but 
the matter is under consideration. Free medical attention, which 
is granted in case of sickness, disability, and unemployment, re- 
mains inadequate both as regards quality and quantity. 

Although the Russian system is highly centralized and can 
be run at a comparatively low cost,” the financial position still 
remains extremely unstable. It is impossible that insurance 
should be put upon a sound financial basis unless there is a gen- 
eral improvement in the economic industrial position, or alter- 
natively, unless the Union lowers the standard of the legislation. 

The Soviet system of social insurance may be regarded as a 
vast social experiment, as yet unfinished, from which the work- 
ers cannot fully benefit until such time as Russian national econ- 
omy shall have passed through its present period of penury, both 
as regards resources and organization. 

A. ABRAMSON 
GENEVA 
* According to Mr. Nemtchenko (Trud, No. 293 [December 18, 1928]), the 


administrative costs of the system represented 3.2 per cent of the expenses in 
1927-28. 





FEDERAL RESERVE POLICY FROM THE SPRING OF 
1923 TO THE CLOSE OF 1924' 


I. THE TRADE RECESSION OF THE SPRING OF 1923 


N A number of important respects the check to the trade re- 
covery in the spring of 1923 seemed to many business fore- 
casters misplaced and thoroughly illogical. From the point 

of view particularly of lags and sequences, a number of the cus- 
tomary pre-war relationships were not maintained. If, to demon- 
strate this point, we utilize the Harvard Index of General Busi- 
ness Conditions, we observe in the first place that the money 
curve, depicting commercial-paper rates, reached its turning- 
point for the year in May (1923 )—at a point only slightly above 
“normal’’—the month in which the business curve began a simul- 
taneous downward movement. The typical relationship in past 
recessions had been for the money curve to continue its upward 
movement, far above normal, some time after the business curve 
had come to its peak. Furthermore, in the spring of 1923, the 
speculative curve, made up of New York City bank debits and 
prices of industrial stocks, did not rise far above its computed 
normal. Neither did it begin its downward movement much in 
advance of the decline of the business curve. 

The termination of the trade recovery in the spring of 1923 
may therefore be characterized as a recession without money 
strain. In pre-war days, serious reactions of this sort were un- 
usual. Under the extremely inelastic credit machinery of our old 
banking system, trade reactions coinciding with credit pressure 
tended to dwarf by comparison other types of business slumps. 
It was then more or less inevitable that most explanations of 
crises and depressions, of non-continental origin at least, should 
give large emphasis to credit and banking phenomena. 

For a time after the organization of the reserve system gen- 

* This is a second article dealing with the major events in the development 


of federal reserve policy since the close of 1921. The first appeared in the June 
issue of the Journal of Political Economy. 
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eral opinion became very cautious in basing predictions upon a 
money-strain analysis. During the flush days of war and of post- 
war business activity many responsible business leaders ventured 
even to assert that violent trade reactions, under the new bank- 
ing system, had become impossible. Such optimistic predictions, 
however, were destined to be tempered by the tragic events of 
1920 and 1921. In those years the country witnessed an indus- 
trial reaction which, while it avoided a credit panic, initiated a 
price liquidation of severer dimensions than, in so short a period 
of time, the country had ever before experienced. At this junc- 
ture, moreover, pre-war relationships seemed generally to be 
maintained. In the Harvard Index Chart the curve representing 
speculation first displayed weakness, then general trade and in- 
dustry, with strain im the money market prevailing for many 
months. 

The rude shock of the 1920 crisis did much to re-establish 
former opinion that credit strain would continue to play a domi- 
nant rdle in the development of major economic depressions; 
and that perhaps the power of the reserve system to smooth the 
fluctuations of the business cycle had been grossly exaggerated. 
Everywhere there was a general disposition to forget that the 
events of 1919 and 1920 were unlikely to be repeated in the near 
future. For many months in the post-war boom, money rates had 
been kept artificially low by Treasury influence, so that unusual 
scope was afforded for the forces of reaction to develop. At the 
same time, a violent, though temporary, outflow of gold shortly 
made it clear that the basis of further inflation had been, at least 
in large degree, destroyed. In other words, complications grow- 
ing out of the war operated to produce the same type of results 
as the inelastic credit machinery of the old banking system. 
Memories of 1920 did much in the following years to reaffirm 
the earlier belief that a serious depression, without money strain, 
was unlikely. 

So unexpected, therefore, was the cessation of recovery in 
1923, when money strain was absent, that many forecasters have 
consistently refused to admit the seriousness of the ensuing de- 
pression. They frequently insist that 1923 and 1924 represent 
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merely a temporary pause in a generally ascending trade ad- 
vance destined eventually to reach hitherto-unattained heights. 
Yet the Board’s seasonally adjusted index of production in basic 
industries fell from 127 (1919100) in May, 1923, to 94 in 
June, 1924, at about which figure it was to remain during July 
and August. Not until September, 1924, was it to pass the 1919 
norm. The Board’s Revised Index of Employment in Manufac- 
turing Industries fell from 105 in June, 1923, to 89 in July, 
1924;* and Mr. Carl Snyder’s composite index of the physical 
volume of trade, which takes account of secular as well as of sea- 
sonal changes, declined from a relative of 113 in March, 1923, 
to 99 in June, 1924.° 


II. THE ABSENCE IN 1923 OF SERIOUS PERPLEXITY IN FEDERAL 
RESERVE CIRCLES 


In view of the fact that the gold imports of 1922 had done so 
much to threaten the ability of the reserve banks to maintain 
money-market contact, in view further of the fact that the net 
gold inflow of 1923 exceeded that of 1922, and in view finally of 
the fact that in the first half of 1923 the reserve banks’ total 
earning assets remained almost constantly below the figure which 
perhaps was regarded as the apprehension point—1,200 millions 
—it would be expected that reserve problems in 1923 should 
have presented the most serious perplexities.* In this respect, 
however, 1923 was destined to occasion surprise. In the minds 
of many reserve officials, at least, 1923 was their ideal year. 
After March 6 no rate changes were put into effect and the dis- 
count demand throughout the year proved sufficiently heavy to 
enable the reserve banks to maintain total earning assets around 
1,200 millions without engaging in as extensive open-market 
purchases as in 1922. Moreover, in its report for 1923 the Board 
was to announce allegiance to the disclosures of production in- 

* Federal Reserve Bulletin, May, 1925, p. 329. 

* See Carl Snyder, “The Revised Index of the Volume of Trade,” Journal of 
the American Statistical Association, September, 1925, p. 404. 

* Earning assets averaging 1,200 millions would produce enough earnings to 
afford a comfortable margin out of which to defray operating expenses and mem- 
ber banks’ dividends. 
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dices in the formulation of its credit policies. The tone of this 
report was not what would have been expected if an atmosphere 
of doubt had pervaded federal reserve deliberations. The recom- 
mendations of this report seem to have been born of confidence 
that progress was being realized in determining permanent prin- 
ciples of reserve guidance. During the entire year, furthermore, 
there was no definite trend in commodity prices, so that the 
Board and the reserve banks received much commendation— 
perhaps undeserved and undesired—from the adherents of the 
policy of price stabilization because of the alleged steadying in- 
fluence of the system’s activities upon the course of prices. 


Ill. THE EFFECT OF THE GOLD INFLOW OF 1923 UPON THE 
OPERATIONS OF THE RESERVE BANKS 


Since the net gold inflow of 1923 exceeded 294 millions and 
since the total volume of reserve credit held a fairly steady 
course, the aggregate of member bank credit would be expected 
to have experienced a considerable expansion during the year. 
In 1923, moreover, the percentage of time to net demand de- 
posits of all member banks increased from 51 to 57 per cent. 
This tendency toward relatively larger time deposits was an ad- 
ditional factor operating in the direction of member bank credit 
expansion. 

In 1923, however, member bank credit expansion was not 
nearly as great as the gold imports of that year would be expect- 
ed to have induced. At that time, the ratio of member bank de- 
posits to member bank reserve accounts was more than ro to 1. 
It might reasonably have been predicted, therefore, that the 294 
millions of imported gold would result in an enlargement of the 
volume of member bank credit by some such figure as three bil- 
lions of dollars. The actual expansion was only one-third of this 
amount. From December 29, 1922, to December 31, 1923, total 
loans and discounts of all member banks increased by about one 
billion of dollars® while the investment holdings of these banks 
experienced practically no change. 


*If member bank credit be measured by total deposits instead of by loans 
and investments, the expansion would be about $1,215,000,c00. 
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Partial explanation of the restricted volume of member bank 
credit expansion could be found in the fact that some of the im- 
ported gold was required to serve as the basis for credit exten- 
sion by non-member banks. Inasmuch, however, as member 
banks possessed about three-fifths of the total deposits of all the 
banks of the country, the absorption of gold in non-member bank 
credit would not account completely for the failure of the vol- 
ume of member bank credit to expand more sharply. What must 
have occurred was that the imported gold went largely into gen- 
eral circulation and not in full measure into the reserves of the 
reserve banks. 

It is not difficult to establish the fact that it was the general 
circulation which absorbed most of the imported gold. Between 
December 30, 1922, and December 31, 1923, total cash reserves 
of the reserve banks actually declined by the amount of ten mil- 
lions. This decline took place during a period in which the coun- 
try’s total monetary stock of gold increased about 246 millions. 

During 1923, moreover, the increase in the volume of money 
in circulation was generally steady and constant. By virtue of 
this fact it was possible for the volume of reserve credit to be 
maintained at a relatively stable figure. Gold imports tended to 
be canceled by the enlargement of the supply of money in gen- 
eral circulation outside the vaults of the reserve banks. 

The increased demands of 1923 trade for currency may seem 
somewhat surprising in view of the fact that the spring of 1923 
has been referred to as the termination of the previously devel- 
oping recovery in basic industrial activity. But the peak reached 
in the spring was so high that, during 1923, even the volume of 
production in basic industries never sank to a low “average” as 
compared with earlier years. As a year, 1924 witnessed the only 
considerable sag in basic production; 1923 is to be characterized 
primarily as the stage of the cycle in which the production recov- 
ery was halted. Only in the autumn of 1923 did the Federal Re- 
serve Board’s index of production in basic industries sink below 
the high point reached in 1922. For the entire year of 1923 this 
index averaged 120, as against 98 for 1922. Moreover, the spring 
of 1923 ushered in no such decline in general trade and distribu- 
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tion as took place in basic production. Mr. Snyder’s index of the 
total volume of trade, for instance, averaged 105 in the last six 
months of 1923, as against 110 for the first six months.° 

In a period of rapid trade recovery, furthermore, the drain 
of cash into general circulation may develop in a rather belated 
fashion. Trade expansion for a while may express itself prima- 
rily in the form of an increase in the use of checks. As employ- 
ment becomes more complete and pay-rolls enlarge, more and 
more cash will find its way into the pockets of laborers. But 
numbers of wage-earners, as well as other individuals, are not 
yet in a position to increase their holdings of pocket cash to the 
same extent as after a period of steady employment. They have 
too many pressing demands to warrant the luxury of keeping 
much more money available for emergencies. In the early stages 
of recovery a relatively large portion of their cash receipts will 
shortly find its way back to the banks. But after some months 
of steady employment laborers will be better able to increase 
what Hawtrey calls their “unspent margins.” Then the general 
circulation will absorb a larger portion of the country’s stock of 
money. That this process was fairly well anticipated by the 
analytical experts of the Federal Reserve Board is indicated by 
the following quotation from the Bulletin for May, 1923:" 

If the relation between payroll and Federal reserve notes which held 
during previous years continues, the rapid increase in the payroll since the 
middle of 1922 will soon result in demand for currency, and in order to 
secure additional currency member banks will seek accommodation at the 
reserve banks.® 


It is chiefly in such variations in the public’s cash require- 
ments that justification must ordinarily be found for extensive 


* Mr. Snyder’s indices are percentages of normal. Fine distinctions in the use 
of such figures would make it necessary, of course, to take a position on the 
disputed question of whether such corrected figures are preferable to uncorrected 
in determining the country’s need for credit. 

*P. 540. 

*In the Federal Reserve Bulletin for July, 1926, p. 468, there is a chart com- 
paring the amount of money in circulation with an index of payroll disburse- 
ments and retail trade. Despite irregularities it seems to the writer that it suffi- 
ciently indicates the tendency of the money-in-circulation curve to lag behind 
the pay-roll curve during the years 1922 and 1923. 
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changes in the supply of reserve credit. A dollar borrowed from 
the reserve banks permits a member bank to increase its cash 
payments to the public by only one dollar. But if the dollar bor- 
rowed had been kept on deposit with the reserve bank for the 
sake of increasing the member bank’s legal reserve—and not to 
obtain currency for counter use—it would be possible for the de- 
posit credits of member banks to be enlarged by amounts exceed- 
ing perhaps ten dollars.° Wide fluctuations in the amount of re- 
serve accommodation must lead to extreme changes in the supply 
of member bank credit—unless offset by corresponding changes 
in the country’s general stock of money. 


IV. RESERVE CREDIT POLICY DURING 1923 


It was thus in large measure the currency demand which en- 
abled the reserve banks to maintain money-market contact dur- 


TABLE I 


RESERVE-BANK CREDIT IN 1923 
(Average Daily Holdings, in Thousands of Dollars) 








. ° Bills Bought 
Total Earning Discounted in the US. 
Assets Bills Open Market Securities 





1,191,191 548,969 220,733 421,469 
1,152,862 610,755 186 ,648 3555459 
1,178,919 628,519 232,486 317,897 
1,164,606 659,932 274,533 230,102 
1,173,104 708 , 394 271,263 193 ,488 
1,124,891 744,306 225,396 155,133 
1,119,787 837,039 185 ,807 96,922 
1,078, 204 811,251 176,950 89, 

1,123,472 847,885 173,619 Tor ,830 
1,150,593 875,158 183,671 91,447 
1,147,765 801 , 388 262,304 83,818 
1,200,351 7745733 322,431 103 ,099 

















ing 1923 despite the continued gold inflow. The steadiness in the 
supply of reserve accommodations throughout the year is indi- 
cated by the figures in Table I. 

Throughout the year discount demand tended to enlarge and 
the total volume of earning assets held up steadily to a satisfac- 


* Interbank relationships of course operate to make this expansibility hold 
for the entire banking system rather than for the individual bank. 
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tory’® figure even though holdings of government securities were 
considerably reduced. 

Various federal reserve officials have frequently stated that 
the growing strength of the discount demand during 1923 devel- 
oped a considerable opinion within the ranks of the reserve ad- 
ministration to the effect that restrictive measures should shortly 
thereafter be initiated. The decline in holdings of government 
securities seems further to indicate that the way was being pre- 
pared for discount-rate increases. However this may be, no dis- 
count-rate increases were invoked after the uniform schedule of 
4% per cent had been set up in March. The falling course of 
wholesale prices—from January to December, the Bureau of 
Labor’s all-commodities index fell five points from 156 to 151” 
—along with the tendency of department-store inventories to in- 
crease, and also the check to the growth of basic production, may 
well have been interpreted to indicate that business should not 
yet be compelled to sustain the discouraging influence of higher 
discount rates. The only reasonable conjecture is that at the end 


of the year most reserve officials were inclined to wait for further 
developments before initiating radically altered policies. 


V. THE COURSE OF RESERVE BANK EARNING ASSETS DURING 1924 

To begin the study of 1924 we may first show the changes 
which took place in the volume and composition of the reserve 
banks’ total earning assets (see Table II). 

The outstanding facts revealed by these figures are the fol- 
lowing: (a) Total earning assets by the middle of the year had 
fallen to the lowest figure reached since the early years of reserve 
operation. (b) By July, holdings of United States securities ex- 
ceeded the total of bills discounted and bought in the open mar- 
ket. (c) By November, discounted bills had fallen to less than a 
fourth of total earning assets. 


* As appraised from the standpoint either of earnings’ requirements or close- 
ness of market contact. 


™ This is not, of course, the present revised index, which was not then avail- 
able to the reserve administration or to anyone else. 
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VI. THE GENERAL PURPOSE OF RESERVE ACTIVITIES DURING 1924 


The usual interpretation of reserve policy in this year (1924) 
has been that the reserve banks were seeking to utilize open- 
market operations primarily for the purpose of maintaining the 
volume of reserve credit at a high figure and thereby to ease fur- 
ther the general credit situation. In the last half of the year par- 
ticularly the figures given would seem to prove this conclusion. 
During this period discounted bills averaged less than three hun- 
dred millions, whereas United States securities averaged consid- 


TABLE II 


RESERVE-BANK CREDIT IN 1924 
(Average Daily Holdings, in Thousands of Dollars) 








Bills Bought US. 
Securities 


Total Earning Discounted 
Month H in the 
Assets Bills Open Market 





1,000,618 580,371 302,509 117,761 
921,588 516,171 271,408 133,990 
951,774 479,369 229,650 242,682 
940,493 494,537 173,666 272,238 
839,571 435429 80,814 322,986 
842,963 374,592 51,125 415,970 
825,900 318,252 44,132 462,365 
836,534 269 ,665 28,371 536,958 
930,965 262,755 89,777 5755470 

1,005,742 240 ,907 177,949 584,953 

1,085 ,027 229 ,039 265 ,926 587,075 

1,220,706 301,716 356,613 554,587 

















erably above five hundred millions. After May 1, moreover, 
many rate reductions were initiated with the result that at the 
close of the year the 3 per cent rate prevailed in New York; the 
3% per cent in Boston, Philadeiphia, San Francisco, and Cleve- 
land; and 4 per cent in the remaining seven districts. 

It would seem therefore that attempts were being made to 
stimulate member bank discounting as well as to enlarge the re- 
serve banks’ portfolio of securities. It might be contended, with 
some show of justification, however, that during the first half of 
the year open-market purchases were engaged in primarily for 
the purpose, not of keeping outstanding merely a large volume 
of reserve credit, but to replace purchased securities with dis- 
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counted bills in reserve portfolios. The Annual Report’ of the 
Board for 1924 affirms the desirability of holding a substantial 
portion of reserve bank assets in such form that the initiative of 
the reserve banks could be effectively and promptly exercised. 
During the first four months of the year, furthermore, no at- 
tempt was made to stimulate the discount demand by lowering 
rate schedules. 

But it would not seem that the desire to effect an ideal ar- 
rangement of reserve bank earning assets could have been the 
explanation of reserve activities during the latter half of the 
year. When discount holdings become less than one-fourth total 
earning assets, as in November, there is little question that the 
reserve banks are deliberately selecting the most effective means 
of easing the credit situation promptly. By way of citing corrob- 
oratory opinion, Governor Strong has testified that the general 
purpose of the New York Reserve Bank in 1924 was to free 
member banks generally of reserve indebtedness and thereby to 
eliminate credit pressure.** 


VII. THE EFFECT OF FEDERAL RESERVE OPERATIONS UPON 
MEMBER BANK CREDIT 

From January 1, 1924, to January 1, 1925, the volume of 
money in circulation increased only by the relatively insignifi- 
cant amount of 3.6 millions of dollars.** In the same year, as a 
consequence of continued imports, the monetary stock of gold 
increased by more than 256 millions.** With the gold imports 
going almost entirely into the reserve vaults and with total earn- 
ing assets of the reserve banks at the close of 1924 even exceed- 
ing those prevailing at the close of 1923, a large part of the ad- 
dition of 320 millions to member bank reserve balances is ex- 
plained. This enlargement of member bank reserve balances 
supplied in turn the basis for a much larger increase in the offer- 
ings of credit to the business world. For all member banks Table 
III shows the enormous growth of credit. 

“P. ai 


* Stabilisation Hearings of 1926 and 1927, Part I, p. 336. 
“ Federal Reserve Bulletin, December, 1927, p. 802. * Ibid. 
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The total loans and investments of the reporting member 
banks were increasing for a while in the fall of 1924 at an annual 
rate of about 18 per cent.** At no other time in the history of the 
reserve system since 1919 has credit expanded so rapidly for any 
extended period. 


VIII. THE OUTLETS FOR THE EXCESS SUPPLY OF CREDIT 
Neither the movement of commodity prices nor changes in 
the volume of general trade explain the need of much more credit 
in 1924 than in 1923. This is partially illustrated by the indices 
in Table IV. 


TABLE III 
Att MEMBER BANKS 
(In Millions of Dollars) 








End Of 





Increase 
1923 1924 





Loans and discounts 19,052 20,181 1,129 
Investments 7,686 8,845 1,159 
Total loans and investments 26,738 29,026 2,288 


Demand deposits.................. ay 16,086 17,766 1,680 
Time deposits 8,651 9,805 1,154 














To locate the outlets of the enlarging credit supply of 1924 
it therefore seems necessary to turn our attention to security op- 
erations. 

The most comprehensive evidence available in condensed 
form relative to the growth of speculative and investment opera- 
tions is perhaps supplied by the financial group of Mr. Snyder’s 
index of the volume of trade. This group comprises issues of new 
securities, stock sales, grain sales, cotton sales. For 1923 and 
1924 the averages of this group are as shown in Table V.*" 

For the last six months of 1924; this financial group index 
averaged 138.8, as against 98.1 for the last six months of 1923. 

* According to the unpublished calculations of Mr. Carl Snyder. 


*™ See Journal of the American Statistical Association, September, 1925, pp. 
404 ff. These indices allow for seasonal and secular changes. The figures given 
are percentages of “normal.” Such corrected relatives could not, of course, be 
used if fine distinctions were necessary. 
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As regards the advance in stock prices, the monthly average of 
twenty industrial stocks as given by the Wall Street Journal in- 


TABLE IV 
Various VOLUME OF TRADE INDICES FOR 1923 AND 1924 COMPARED 








WHOLESALE TRADE Bureau or Lasor 
AVER. PRODUCTION IN Price 
Monrsty SALes 


WHOLESALE 
Basic Inpustries* hwex 


1919 = 100* 


1919 = 100% 


1919 =100t 


1913 = 100 





1923:1924 


1923:1924 


1923:1924 


1923:1924 





78 80 101 
76 = 78 go 
86 124 

78 119 
128 127 
126 121 
89 go 
100 93 
113 119 
148 141 
142 141 
202 210 


156 
157 
159 
159 
156 
153 
15! 
150 
154 
153 
152 
Is 


121 
120 
125 


120 
120 
116 
124 114 
127 103 
122 04 
121 04 
120 04 
114 103 
118 109 
116 107 
110 117 


151 
152 
150 
148 
147 
145 
147 
150 
149 
152 
153 
157 


109 
102 
IIs 
133 





125.0 | 119.8 107.5 | 154.2 150.0 


123.5 

















* Federal Reserve Board indices. 
t Seasonality allowed for. 


TABLE V 








1924 





128 
115 
105 
107 
121 

98 
129 
117 
122 
134 
153 


132 178 











creased from 90.5 in May, 1924, to 114.2 in December, 1924. In 
the same period, twenty railroad stocks rose from 82 to 97.8."* 
Abundant evidence of this character is therefore available to 
convince many analysts that the growth of speculative activity 


* See “Statistical Record,” Review of Economic Statistics, VII (1925), 148. 
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was chiefly responsible for the absorption of the increasing mass 
of credit, particularly in the latter half of 1924. 

It is not clear, however, that an increase of speculative oper- 
ations makes the same demands upon the country’s supply of 
bank credit as expansions of other business and industry. In 
security trading, funds acquired by the seller are likely to be re- 
employed almost immediately in new purchases on the part of 
the seller. Moreover, in margin trading, purchasers do not usual- 
ly borrow or otherwise build up bank accounts far in advance of 
the time of purchase. Brokers commonly do not borrow until 
after clients have put in their orders. Under these conditions, a 
little money may permit an enormous amount of security pur- 
chases to be financed in a comparatively brief period. It is prob- 
able that a dollar employed on the street in security trading has 
a yearly turnover ten or twelve times as great as in the transac- 
tions of general business. This fact may explain, in part, why in 
his index of the physical volume of trade Snyder has given the 
financial group a weight of only 6 per cent, as compared with 29 
per cent for productive activity, 22 per cent for primary distribu- 
tion, 26 per cent for distribution of consumers, and 17 per cent 
for general business.*® Certainly, increasing security activity 
could not account fully for the growth in the outstanding volume 
of bank credit during the latter half of 1924, particularly. 

Examination of figures bearing upon the activity of bank de- 
posits leads to the same conclusion that security trading in par- 
ticular, and speculative activity in general, do not completely 
account for the credit expansion of 1924. Dollars employed in 
security operations have a very rapid turnover. If any consider- 
able portion of the enlarging supply of credit came to be tied up 
in security trading it would therefore be expected that velocity 
figures, relating to bank deposits, would show a marked tendency 
to increase, particularly in the latter part of the year. But veloci- 
ty relatives for 1924 show if anything a declining tendency, as in 
Table VI.” 

*” The principal purpose in constructing this index was to determine the 
need of business for credit. 

™ These relatives were obtained through the courtesy of Mr. Snyder of the 


New York Reserve Bank. They relate net demand deposits of reporting member 
banks in 141 cities to debits to individual account. Since in recent years no dis- 
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Further analysis of the evidence, moreover, makes it unmis- 
takably clear that the activity of bank deposits of all classifica- 
tions tended to decline in the latter part of the year. During 
1924, time deposits grew at a relatively faster rate than demand 
deposits. For all member banks demand deposits expanded by 
1,520 millions of dollars, or 10 per cent. For the same banks, 
time deposits increased 1,154 millions, or 13 per cent. It is im- 
possible to state exactly what portion of this increase of 1,154 
millions represents savings and what portion represents the 
transfer of accounts, just as commercial in character as any, 
from the demand to the time classification. But general testi- 
mony of bankers indicates that the transfer from one class to the 


TABLE VI 


iE 
ee ee 


other of commercial deposits was considerable. By placing as 
large a portion of bank accounts as possible in time accounts, the 
depositor avoided loss of interest, and the banks gained the ad- 
vantage of lower reserve requirements. 

Time deposits ordinarily are withdrawn much more slowly 
than demand deposits are checked against. It is probable that 
the annual rate of turnover of demand deposits is seven or eight 
times as rapid as that of time deposits. With an increasing tend- 
ency to remove the more sluggish funds from demand to time 
deposits, it would be expected that the actual figures relative to 
velocity of demand deposits would show an increase.” This they 
did not do. 

To conclude this argument, two reasons have been brought 
forth to indicate that, if bank accounts were not tending to be- 
come less frequently utilized, published velocity figures of de- 


coVerable secular trend has been disclosed, the principal adjustments of the crude 
figures are made on account of seasonal fluctuations. 

™ Assuming that the enlarging supply of bank credit was being promptly 
absorbed in an enlarged volume of speculative operations. 
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mand deposits would have reported an increase. One was the 
growth of security operations in the financing of which dollars 
are customarily turned over very rapidly. The other was the 
transfer of a considerable volume of the more sluggish funds 
from demand to time deposits. Since, despite these factors, de- 
mand deposits tended to circulate less rapidly, the evidence 
seems to indicate that it was not solely the increase in speculative 
operations but also the tendency of bank accounts to stagnate 
that enabled the country to absorb the expanded supply of bank 
credit of 1924. This period was one in which credit was actually 
tending to become redundant. Velocity analysis therefore sup- 
ports the previous conclusion that in the latter part of 1924 the 
reserve banks were aggressively using their powers further to 
ease the credit market. It accordingly is our next task to deter- 
mine whether this policy should be commended. 


IX. THE ABANDONMENT OF PRODUCTION INDICES AS A GUIDE 
TO RESERVE CREDIT POLICY 

In a preceding article, the utilization of basic production and 
other auxiliary indices as guides to reserve credit policy was fav- 
orably commented upon. In particular it was argued that the 
utilization of these means of measuring the desirable volume of 
credit in 1922 supplied the reserve banks with some authorita- 
tive statistical basis for refusing to impose premature credit 
checks upon the trade recovery. It might therefore have been 
predicted that the disclosures of production indices would have 
had a considerable influence upon reserve activities in 1924. If 
such tests had been employed, restrictive instead of alleviatory 
measures would have been expected of the reserve banks in 
1924. In the greater part of that year outputs generally tended 
to sag. 

Since, however, the reserve banks operated in 1924 to ease 
the credit situation it is clear that the disclosures of production 
indices were abandoned in that year as a guide to reserve credit 
policy. It becomes necessary therefore to determine whether 
this sacrifice of production indices is to be lamented. To answer 
this question it may be helpful to review some of the reasons 
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why the utilization of production indices in the formulation of 
reserve credit policies had previously been urged by many statis- 
tical analysts. ; 

In the first place it was argued that the theory of productive 
credits afforded the reserve banks a satisfactory basis of inter- 
preting the troublesome clause in the reserve act “accommodat- 
ing commerce and business.” Liberally construed, this clause 
might be held to mean that the mere desires of member banks 
should be determining in the fixation of reserve discount rates. 
At least this clause in the reserve act might be taken to indicate 
that so long as the reserve banks possessed ample resources, and 
so long as their advances to some member banks were not threat- 
ening to deprive the reserve banks of power to extend liberal ac- 
commodations to other member banks, restrictive measures 
should not be invoked. 

After the reserve act was written, except for a brief period of 
extensive gold outflow in 1919 and 1920, the reserve banks came 
to hold very large surplus reserves. It became clear that the 
grant of all the credit their reserves would permit would make 
the reserve banks machines for an undesirable degree of credit 
expansion. The avoidance of inflation, however, would be diffi- 
cult unless some test more or less “economic” in character could 
be set up to determine the meaning of “accommodating com- 
merce and business.” To many the desirable test of this char- 
acter seemed to be the presumed effect of reserve credit activity 
upon the level of prices. But nowhere in the act was permission 
granted the reserve banks to base their discount and open-market 
policies upon the requirements of price stability. 

By making the test of “acommodating commerce and indus- 
try” the physical accomplishments of production, however, it 
might be possible to avoid the extremes of price inflation and 
deflation. As long as expanded credits are being matched by in- 
creased production, goods are being prepared for the market 
somewhat apace with the distribution of larger money incomes, 
with which goods may be bought. Supply and demand relation- 
ships, therefore, need not be seriously disturbed in a period of 
expanding credit, as long as production is increasing somewhat 
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proportionately. By accepting the doctrine of the productive 
uses of credit, therefore, extreme price derangement might be 
avoided, even though no formal allegiance was declared in behalf 
of commodity price stabilization. 

In the second place, moreover, the adaptation of the credit 
volume to the supposed necessities of production seemed to avoid 
the error, to which dependence upon price indices might be sub- 
ject, of overemphasizing the function of money as a standard of 
deferred payments. A stable standard of deferred payments, 
other things equal, is a desirable goal of a well-managed currency 
system. But there might arise occasions in which to enable in- 
dustry to create the largest product it would be necessary to per- 
mit an expansion of credit, even though prices at the time might 
be rising. There might conceivably be other occasions in which, 
even though prices tended to fall, a contraction in the volume of 
credit would be justified. 

Finally, many statisticians and economists became con- 
vinced that production index numbers avoided some of the tech- 
nical difficulties of price-index number construction. Whether 
correct or not, it was often insisted that the volume of production 
in basic industries affords a truer picture of general conditions 
than can be provided in the price field by any price index or 
weighted combination thereof. Still others argued that produc- 
tion indices had the advantage of giving earlier clews to action 
than commodity or general price averages. 

Before the Great War very little had been done in the con- 
struction of comprehensive production index numbers. The ear- 
lier work of Kemmerer and Fisher had been confined largely to 
estimating the relative importance of the various factors sym- 
bolized in the equation of exchange. In 1918 and 1919, Wesley 
C. Mitchell, in his work with the War Industries Board, endeav- 
ored to summarize the net changes in the production of ninety 
commodities.** In 1921, Walter W. Stewart published his index 
number of production, and it is reasonable to presume that it was 


™ Federal Reserve Bulletin, April 1, 1919, p. 337. 
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largely on the foundation of this earlier work that the basic pro- 
duction index of the Federal Reserve Board was later built.** 

Such efforts as these, confined mainly to the field of basic 
production, seemed to indicate that industry’s need for credit is 
subject to rather wide variation. Illustrations of this fact have 
been many times offered in this article from the basic production 
index of the Board. But other indexes of the Board, shortly 
forthcoming, as well as the comprehensive attempts of Snyder to 
sample the year to year fluctuations in all trade indicated that 
the elements which had previously gone into production indices 
exaggerated the degree of fluctuation in the whole field of busi- 
ness and trade. Despite the controversy which has been waged 
over the technical aspects of his work, Mr. Snyder seems to have 
shown conclusively that the cyclical fluctuations in the physical 
volume of trade have not been nearly as great as hitherto sup- 
posed. Snyder’s work, furthermore, seemed to indicate that the 
principal need for variations in the supply of credit arises in the 
secular elements of growth. 

The general results of this type of investigation supported 
the thesis that moderate and steady increases in the country’s 
supply of credit might suffice to meet industry’s long-time re- 
quirements with reasonable satisfaction. During the upswing of 
business after recovery—in the typical cycle—a credit policy 
which would hold back the growth of credit to this rate of in- 
crease would presumably not handicap industry in the long run, 
but rather would contribute toward prolonging the period of ac- 
tivity at a physical volume not so far removed from the country’s 
potential maximum as had been generally supposed. On the 
other hand, during periods of sags in outputs, surplus funds 
would be automatically provided to afford some credit stimulus 
toward corrective expansion. 

The abandonment of production indices as the final proof of 
the real need of industry for credit in 1924 does not therefore 
mean that in the deliberations of reserve officials the results of 
Statistical measurement were being entirely disregarded. In- 


= “An Index Number of Production,” American Economic Review, March 
I, 1921, p. 68. 
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stead, new statistical interpretations may have been relied upon 
to supply analytical support for policies otherwise suggested to 
the various administrative officials of the system. 

But far from witnessing a moderate expansion of credit, 1924 
witnessed a larger growth of member bank credit than even a 
normal year would seem entitled to. Our next problem is accord- 
ingly to determine whether justification for the reserve policy of 
1924, of permitting this degree of expansion, could be found in 
the special conditions of that year. In this connection we must 
next turn our attention to international currency developments. 


X. FOREIGN ASPECTS OF THE PROBLEM 


So far at least as the movement of prices and exchange rates 
are concerned, foreign developments from the autumn of 1923 
until the summer of 1924 had not been highly encouraging to va- 
rious European nations faced with the task of currency recon- 
struction. In this period, while prices in the United States were 
practically stationary, the price level in England rose approxi- 
mately ro per cent.** In France, the Board’s index stood at 391 
in August, 1923. By June, 1924, it had advanced to 442. Ex- 
changes moved downward with these declines in purchasing 
powers, so that in June, 1924, an index of the English, French, 
and Italian exchanges had fallen several points from the figure 
prevailing in the autumn of 1923.*° These events were taking 
place at a time in which England was devising plans for the re- 
storation of the pre-war sterling par, and in which the Dawes 
Commission was laying the basis for a bank of issue whose re- 
sponsibility would be to stabilize the exchange value of German 
currency. 

Particularly from the standpoint of its effect upon reform 
sentiment in other European countries the completion of the 
movement to restore sterling to its pre-war gold position was of 
great significance. Already a reasonable degree of exchange 
stabilization had been effected in Austria, Hungary, Czecho- 
slovakia, Finland, Esthonia, Latvia, and Lithuania. In May, 

* As measured by Federal! Reserve Board indices of wholesale prices for all 
commodities; converted to a gold basis. 

* Cf. Federal Reserve Bulletin, August, 1924, p. 614. 
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1924, Poland also undertook a financial reform by providing for 
a new bank of issue. If England, with its tremendous prestige 
and widespread financial ramifications, should succeed in re- 
turning to the gold standard on terms prevailing before 1914 
confidence could be had in the ultimate outlook for financial re- 
organization in Europe. By this, no position is here taken on the 
question whether, for England, the benefits of stabilizing at the 
old par would compensate for the sacrifices involved. What is 
argued is that, with most English statesmen intent upon a return 
to the pre-war par, advantage would accrue to the United States 
in assisting the process by any reasonable means within its power. 

But what could banking authorities in this country do to 
hasten European financial reconstruction? So far as England 
was concerned, a mild price advance confined to this country 
would lighten the burden considerably. A price advance of 10 or 
15 per cent in the summer of 1924 would have gone far to estab- 
lish relative purchasing powers at the old par of exchange be- 
tween the dollar and the pound. Since English thought, with 
some dissenting opinion, seemed resolute to accomplish the re- 
establishment of the old par of exchange, a little price inflation 
here, rendering unnecessary much further deflation in that coun- 
try, might be regarded as a very cheap price to pay for the ad- 
vantages of terminating exchange instability. 

On the other hand, a general failure to accomplish currency 
stabilization in England might discourage gold restoration in 
other European countries and lead eventually to far greater price 
disturbance in the United States than that which would be nec- 
essary to re-establish purchasing power parities at the ratio of 
4.86 to 1. With European exchanges unstabilized, more and 
more gold might be drawn to this country to meet adverse bal- 
ances, and it would be difficult to keep this gold from stimulating 
a price advance eventually. At the worst, gold might be demone- 
tized abroad with the result that this country would be surfeited 
with a metal shorn of the largest part of its value. Mild and tem- 
porary price inflation here would be a small sacrifice to bear if 
these greater dangers could be avoided. 

Any such project as this, however, would have to overcome 
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many difficulties. In the first place, could a general commodity 
price advance have been achieved in this country merely by the 
more liberal offering of bank credit? With many industries op- 
erating considerably below full capacity, and with some degree 
of unemployment prevailing, an increasing credit volume—if 
this could be brought about—might stimulate production as rap- 
idly as it increased money incomes. But assuming that a price 
advance could be accomplished here, could it be confined to this 
country alone? Would not such an advance tend to be com- 
municated in part at least through the force of trade connections 
to other countries with the result that the re-establishment of 
purchasing power parities at the desired ratios would necessi- 
tate further and perhaps continuous price inflation here. 

Confident answers to these queries could not be made. But, 
short of price inflation, was there not some other respect in which 
assistance could be rendered European countries undertaking 
gold restoration? To the granting of a reasonable amount of 
credits directly to European central banks, which could be uti- 
lized in meeting adverse balances, to conserve their gold, there 
could be little valid objection. But the utilization of any large 
portion of federal reserve resources in direct advances to Euro- 
pean banks was politically impracticable. Reserve resources are 
supposed to be preserved for the emergency requirements of our 
own member banks. To dispatch them abroad in large volume 
would make the reserve administration highly vulnerable to po- 
litical attack. Assistance to Europe must be attempted in ways 
which would seem to place the initiative in the hands of private 
American investors, or operate through the veiled medium of 
money-market relationships. 

But if mild price inflation was either objectionable or unat- 
tainable, was any sort of assistance to European financial recon- 
struction within our reach? Might it not be possible for our re- 
serve banks to work on interest rates, without affecting the 
internal commodity price structure, at least to any considerable 
extent? Although price inflation usually begins with easy credits 
and declining money rates, this danger pertained largely to the 
future. In the meantime the world-situation was critical, and if 
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at a later date prices in this country should respond, corrective 
measures could then be invoked. 

In a number of respects, lower money rates in our financial 
centers, particularly in New York, might ease the task of foreign 
banks. High rates here necessarily tend to attract the deposit in 
this country of foreign banking funds and, furthermore, to thrust 
more of the strain of financing short-time international trade 
transactions upon foreign institutions. It seemed desirable that 
we assist the Bank of England to retain its banking resources 
and that it be not subjected to the strain of an excessive volume 
of short-time financing in the London market. Of course, what 
would count in such operations would be relative rates here and 
abroad. But to keep rates low here would perhaps avoid the ne- 
cessity of rate increases abroad with their discouraging influence 
upon business sentiment. 

Whether or not designedly, events in the summer of 1924 
witnessed a reversal of the London and New York money rates. 
In the Federal Reserve Bulletin for February, 1925,” a chart is 
presented comparing New York acceptance and London bill 
rates. Throughout 1922 and 1923 and the first five months of 
1924, New York was above London. At times the differential 
exceeded 2 per cent. In the late spring of 1924 the rates crossed, 
and for the rest of 1924 the New York rate remained consider- 
ably below London’s. Commenting upon this fact, it is remarked 
in the Bulletin that “this differential led to a flow of funds from 
New York to London and was an influence in diverting a large 
volume of foreign borrowing from the London to the New York 
market.” 

Thus far, however, we have spoken solely in terms of money 
rates and not in terms of credit volume. In analyses of this sort 
it is always essential, however, not to jump quickly to the con- 
clusion that money rates respond proportionately to increases in 
the supply of available credit. It was possible that liberal credit 
policies by the reserve banks in 1924 might result principally in 
stimulating operations which otherwise would not be able to se- 
cure credit, but with little or no effect upon money rates. In this 


* P. 99. 
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respect the policy of the reserve banks in the last half of 1924 
may have exercised its principal effect in enlarging the available 
supply of credit rather than in cheapening money rates. Let us 
accordingly consider the problem of assisting Europe from the 
standpoint merely of rendering a large supply of credit available 
for European industry. 

Financial reform in Europe offered much promise from the 
standpoint purely of technical banking and credit advantages 
but could not be expected to succeed permanently unless accom- 
plished by some degree of economic revival. With trade balances 


TABLE VII 


New Caprrat Issues IN THE UNITED STATES FOR 
EXTERNAL PURPOSES, 1920-26* 








Amount in Millions} Per Cent of Total 
of Pounds Sterling |New Capital Iss1es 
Converted at Par in the US. 





82 II.0 
114 15.5 
138 15.7 
56 6.4 
206 18.0 
225 17.6 
237 18.3 











continuously adverse, temporary credits offered to European 
central banks must ultimately cease. To offer the greatest stimu- 
lation to European industry, permanent capital was required 
from us. The most significant test of the efficacy of the reserve 
system’s easing measures may perhaps then be found in the ex- 
tent to which they seem to have facilitated the flotation of for- 
eign securities in this country. 

Table VII gives some information regarding the volume of 
American investment in foreign securities. 

These figures show that in 1924 there did begin to take place 
an enormous increase in our total volume of foreign flotations. 
The figures in the second column further indicate that in this 
year the percentage of our total new capital issues represented 
by foreign issues considerably increased. It is probable that the 
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success of these flotations was the result of two general factors: 
first, the growing confidence in the future stability of European 
currencies; second, the abundance of credit in American money 
markets. 

Many have contended that these issues were in excess of our 
own long-time interests. The argument in support of this view is 
that Europe was encouraged to dissipate prematurely its borrow- 
ing credit, and that eventually its borrowings in the United 
States must be reduced. The future reduction of such credits 
must then lessen Europe’s power to buy, at the same time that its 
selling necessities would be increased. At some later period of 
time the effects might be manifested in a sharp drop in American 
exports. It is therefore frequently contended that it would have 
been better for the United States if Europe had preserved more 
of its borrowing power for the years ahead. 

Problems of this character cannot be satisfactorily answered 
here. On the one hand, attention could be directed to the critical 
stage of European restoration, both monetary and economic, in 
1924. On the other hand, reference could be made to the prob- 
able development of forces which might tend eventually to re- 
tard American exports. Whether the pessimistic predictions for 
the future were amply met by pointing to prospects of increased 
exports to oriental and South American nations, or of a general 
increase in foreign trade which would enable America to import 
more without exporting less, is a problem whose answer the fu- 
ture alone can provide. It is perhaps safe to conclude, however, 
that if, from the standpoint of European requirements, the sup- 
ply of American credit in 1924 was made too abundant, the diffi- 
culty was one of degree and not of direction. In the next section, 
however, some attempt will be made to determine whether any 
principle can be derived to bear upon the exact amount of credit 
relief then required. 


XI. THE SPECIAL NEED OF ALLEVIATORY ACTION IN 1924 


In view of the declining tendencies in trade and production 
in 1924, as well as of the failure of the general price-level to 
move sharply upward, it might be contended that there was no 
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special need in that year for easing measures by the reserve 
banks. Falling trade activity more or less automatically makes 
bank funds available for new enterprises. It might at least be 
held that there was no need for an expansion of credit at a more 
rapid rate than the annual secular growth in the physical volume 
of trade—say from 3 to 5 per cent. It is therefore somewhat dif- 
ficult to defend the increase in the last six months in the volume 
of member bank loans and investments at an annual rate of al- 


most 13 per cent. 


TABLE VIII 








All Commodities 
1913 =100 Farm Products 





151 144 
152 143 
150 137 
148 139 
147 136 
145 134 











As an indicator, however, of the special need of easier credit 
attention might be called to the course of agricultural prices. 
During the first half of the year the Bureau of Labor’s price in- 
dices, old series, showed that farm products were falling even 
relatively to general wholesale prices (see Table VIII).* 

This decline in farm-products prices took nlace during a pe- 
riod in which much had already been done by the reserve banks 
to ease the credit situation. In the second quarter of 1924, total 
loans and investments of all member banks had expanded at an 
annual rate of almost 6% per cent. In this quarter also the New 
York bank had twice reduced its rate by steps of % per cent. 
Purchases by all reserve banks had furthermore given govern- 
ment securities a position in reserve portfolios of about one-half 
of total earning assets. All of this might be interpreted to indi- 


* It was not of course easy to maintain that more abundant credit could be 
confined in its price effects mainly to agricultural products. Many mild price in- 
flationists went no farther than to insist that it would be desirable to take the 
chance that price improvement in general would improve the adjustments be- 
tween various classes of prices. 
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cate the extreme seriousness of the agricultural depression and 
the consequent need of further relief measures. 

In the meanwhile, prospects pointed toward bountiful crops, 
which would be expected to weaken agricultural prices still fur- 
ther and perhaps to such an extent as to impair the aggregate 
farm income. For this reason, as well as on account of the heavy 
concentration of bank failures in the agricultural districts, it 
might be reasonable to conclude that in the agricultural situation 
was to be found the clearest indication of the need of alleviatory 
measures. Political discontent in the Middle West, and the de- 
sire to avoid Congressional remodeling of the reserve system 
supplied strategical reasons for a further hearkening to the dif- 
ficulties of the farm elements in our population. 

But, specifically, how could liberal credit policies on the part 
of the reserve banks help to improve the position of agriculture? 
In domestic directions, it might be contended that much benefit 
to farmer producers could be accomplished by further employing 
credit measures to hasten general industrial revival. In early 
1924 there was a considerable amount of unemployment and the 
consequent possibility that through increasing employment the 
consumption of food products by urban workers might be en- 
larged. 

Farm prices, however, are determined to a very large extent 
by foreign demand, and it appeared to many reserve officials that 
agricultural prospects could be markedly improved only by en- 
couraging increased food exportations abroad. In two directions, 
this enlargement of foreign food demand might be developed by 
liberal credits here. In the first place, the flotations here of for- 
eign securities might provide Europe with reconstruction credits 
on a sufficient scale to increase food purchases by its population. 
In the second place, as indicated in the previous section, lower 
money rates in our financial centers might operate to reverse the 
gold flow and thereby check the undermining of foreign credit 
systems. 

The international argument could have been stated in such 
a way as to afford rebuttal to charges of inflation in the United 
States, irrespective of the rapidity of our credit expansion. In 
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the early part of 1924 a considerable number of our banks were 
still deeply indebted to the reserve banks. Under these condi- 
tions further gold imports would continue to be applied in large 
degree to the reduction of reserve indebtedness instead of to an 
expansion in the supply of domestic credit. From an internation- 
al viewpoint gold exports to the United States must not be re- 
garded as having had significance solely as a redistribution of the 
world’s stock of monetary gold. Instead they actually functioned 
as a withdrawal of so much gold from the support of the aggre- 
gate volume of credit in the world at large. To the extent that 
prices are determined principally by world-conditions, and not 
solely by the narrower range of domestic factors, gold exports to 
the United States must encourage world-price-decline. To avoid 
sagging prices, even in our own country, the flow of gold to the 
United States required to be checked; and, as long as gold moved 
toward this country, it could be contended that there was no in- 
flation, no matter how rapid the rate of domestic credit expan- 
sion. If this conclusion be accepted, comparisons of the rate of 
credit expansion either with past secular rates of growth in do- 
mestic industry, or with current conditions in trade and produc- 
tion, become irrelevant. 

In a country whose financial traditions have been so provin- 
cial as our own, this international argument must have appeared 
unreal and ultra-academic to many students of credit develop- 
ments. But it was merely a plea that the United States do what 
it could to hasten the termination of the world-period of currency 
unrest. Continued gold exports to the United States would soon- 
er or later develop their own correctives. But, unless encouraged 
by banking policies, would these correctives accomplish their 
mission before the movement toward gold restoration should be 
defeated? 

That gold exports to the United States contributed to weaken 
world-prices and imports of gold from the United States to en- 
hance prices is to be seen from an analysis of the relation be- 
tween gold movements and the United States price-level for re- 
cent years. Without exception, so far as the broader swings are 
concerned, prices tend to fall in periods when the gold movement 
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is toward the United States and to rise when the gold flow is 
away from this country. In the absence of purely adventitious 
factors, these results would be difficult to explain except on the 
basis of the above-stated assumption that, from a world-view- 
point, gold exports to this country tend toward world-credit- 
contraction and gold exports from this country toward world- 
credit-expansion. 


TABLE IX 


Untrep States Bureau or Lasor INDEX OF 
WHOLESALE Prices* 








All Commodities 





147 
150 
149 
152 
153 
157 











* Old series 1913 = 100. 


TABLE X 


PropucTIon InpEx or Mass or Crop Propuction* 


Average Production 
1910/14 100 


* Statistical Abstract of the United States for 1925, p. 629. 


Factors, more or less uncontrollable, such as short crops 
abroad, especially in wheat, may have been the principal causes 
of the improvement in the agricultural situation in the United 
States in the latter part of 1924. That the farmer’s condition did 
improve, however, is disclosed by Tables [IX—XI. The first indi- 
cates price improvement; the second, that this price improve- 
ment occurred despite a large farm production. 

It is true that the price improvement of agricultural products 
did not coincide with any exceptional enlargement of exports 
(see Table XT). 
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Threatened reduction in the volume of exports, however, was 
avoided and there was some improvement over 1923. 

These facts increase the difficulty of criticizing the reserve 
administration adversely on account of the extent to which it 
carried its easing measures in the second half of 1924. Unfavor- 
able comment becomes still more difficult when the contempo- 
rary character of reserve problems and the necessity of predict- 
ing the needs of the future are recalled. Going administration 
cannot reason with the precision of the historical investigator. 
That mistakes were made most reserve officials would be prompt 
to admit. Governor Strong of the New York bank testified in the 
Stabilization Hearings: “We continued to buy securities until 
August, 1924. I think myself, if it were to be done over again, 


TABLE XI 


. Value of Total Domestic Exports 
Year Ending of Agricultural Products™ 


van @ (in Thousands of Dollars) 
2,607,641 
1,915,866 
1,799,168 
1,867,008 
2,280,165 
* Statistical Abstract of the United States for 1925, p. 607. 
we might have stopped a month earlier or even 60 days earlier. 
We might have bought $50,000,000 or $100,000,000 less.””** The 
following brief appraisal is therefore intended as a counsel for 
the future rather than as a condemnation of the past. 

Most economic forces on the occasion of their inception op- 
erate slowly and if they continue to meet encouragement to 
gather momentum as they proceed. Credit expansion, for in- 
stance, may be confined at first largely to stimulating activity in 
the security markets and to decreasing the rate of turnover of 
bank accounts. At a later period, however, general commodity 
inflation may develop and tend to persist even after the impulse 
of liberal credit has disappeared. In similar fashion, the forces 
correcting an extensive gold inflow cannot be expected to develop 
fully of a sudden. Once underway, however, they tend to persist 
and may swing the pendulum far in the opposite direction. 


* Op. cit., I, 336. 
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Applying this generalization to the 1924 situation, net gold 
imports reached in April their peak for the year. Thenceforth 
they declined abruptly and with substantial regularity. In July 
gold imports amounted to not much more than one-half the April 
figures. It would therefore seem proper to inquire whether the 
reserve administration should not at an earlier date have become 
mindful of the exceptional character of its 1924 activities and to 
have ceased to operate further in the direction of easing the 
money market. Should not cautious thought have weighed the 
danger that continued expansion measures might lead to condi- 
tions requiring a measure of restraint beyond the ability of the 
reserve banks to exercise? 

To this criticism the reply could plausibly be made that in 
the following year, 1925, the reserve administration did succeed 
in reducing the rate of credit expansion to a figure which might be 
defended by the test of the secular increase in the credit volume; 
and that in 1925 the reserve banks did impose restrictive meas- 
ures when the gold inflow had turned into an outflow. But need 
the curbing policies have been so disturbing if they had been em- 
ployed at an earlier date? And, in 1925, may it not have been 
true that the reserve administration was assisted by events so fa- 
vorable as to deserve characterization as sheer good fortune? 

Final answers to questions of this sort will require consider- 
ation of the conditions which contributed toward enabling the 
reserve banks to tone down the rate of credit expansion.” Anal- 
ysis of later periods may also throw light upon perhaps the most 
important single question of reserve administration: whether it 
is wise to stake so much upon the successful outcome of such 
daring policies as were operating in 1924. Does good manage- 
ment of the reserve system require the frequent employment of 
discretionary policies in the interest of what are regarded as ex- 
ceptional situations? Or, on the other hand, are the occasions 
few in which it is necessary to deviate widely from principles de- 
veloped in past experience? 

HarRo_p L. REED 

CoRNELL UNIVERSITY 


* It is hoped to continue this series elsewhere at later dates. 





WAGES AND SUBSISTENCE ON SPANISH TREASURE 
SHIPS, 1503-1660" 


I 


N EXAMINATION of the dietaries of common seamen 
and of officers on the treasure ships plying between 
Spain and the Hispanic colonies of the New World, 
1503-1660, should throw light upon important aspects of the 
lives of day laborers and of the upper classes in Spain during 
her golden age, one of the most interesting and romantic periods 
in world-history. A study of wages, especially a comparison of 
wages with prices, should furnish a rough index of the effect of 
the great influx of American gold and silver upon the economic 
welfare of the laboring and middle classes. 

Mercantilist prepossessions concerning the enriching quali- 
ties of the precious metals and a desire to derive revenue from 
the wealth of the Indies led to extreme governmental regulation 
of every phase of transporting gold and silver from the mouth 
of the American mine to the door of the Castilian mint. In order 
better to control the shipment of treasure and to regulate trade 
and travel between Spain and the Indies, the House of Trade 
(Casa de la Contratacién) was established at Seville on Feb- 
ruary 14, 1503.” With minor exceptions, all treasure ships were 
cleared by the India House, and except in case of emergency all 
of them returned to Seville, where the House of Trade took 
charge of the specie. The duty of protecting treasure in transit 
against enemies and pirates—whether by men-of-war to police 
the waters around Andalusia and other strategic points, by arms 
for each ship, or by convoys supported by the averia, or convoy 
tax, on all goods passing between Spain and her overseas domin- 

* The data for this study were collected in 1926-27 while I held a Sheldon 
Traveling Fellowship from Harvard University. 

* Archivo General de Indias, hereafter abbreviated A. de I., Contratacién, 
46-4-1/30. 

430 





SUBSISTENCE ON SPANISH TREASURE SHIPS 431 


ions—devolved upon the House of Trade.* Hence its records, 
which are now deposited in the Archivo General de Indias at 
Seville, Spain, furnish information concerning the wages and 
subsistence of sailors and officers on the ships that brought to 
Europe the fruits of the mines of Mexico and the then Peru. The 
data for the present study have been taken from the documents 
of the Archivo General de Indias. 


II 


For the most part, the purchasing of the provisions in Spain 
was confined to the territory within carting distance of Seville. 
Fish was bought in Cadiz and nearby villages on the coast, and 
pork in Ronda, Aracena, and other towns in the oak-covered 
hills along the nearest fringes of the Sierra Nevada and Sierra 
Morena mountains. Cheese and wheat, though bought in Se- 
ville, were largely imported, the former from Germany, Flan- 
ders, and the Canaries, and the latter from France and northern 
Africa. Rice, usually purchased in Seville, but sometimes in 
Cadiz, was brought from Valencia. Raisins came from Almeria. 
Some sugar was imported from America. During the sixteenth 
century most of the other provisions were produced in the im- 
mediate vicinity of Seville. But on account of the sharp decline in 
Andalusian agriculture, there was a distinct tendency to shift 
from domestic to imported supplies after the beginning of the 
seventeenth century. For instance, as early as 1617 salt pork 
was being brought from Flanders and salt beef from Ireland.‘ 

In order to keep costs as low as possible, the House of Trade 
endeavored to secure in Spain adequate provisions for the entire 
voyage, because it was estimated that they cost twice as much 


* These methods of protecting treasure succeeded each other in the order 
named. The convoys were used for the first time in 1537 and occasionally there- 
after until they were definitively adopted about the middle of the 1560's. For a 
complete account of the House of Trade and of the organization and administra- 
tion of the treasure fleets see C. H. Haring, Trade and Navigation between Spain 
and the Indies (Cambridge, 1918) or Gervasio de Artifiano, Historia del Co- 
mercio con las Indias durante el Dominio de los Austrias (Barcelona, 1917). 

*A. de I., Contratacién, 35-6-53/16, 35-6-59/22, 35-6-68/31. The House of 
Trade did not itself import the pork and beef; it bought them in Seville. 
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in the Indies as in Seville and its hinterland.’ At times, how- 
ever, miscalculation or negligence compelled ships to procure ad- 
ditional provisions in the Indies.° And toward the close of the 
period under investigation the price of meat in America, where 
good grazing land was abundant, fell below its cost in Spain; so 
meat for the return voyage was often bought in colonial ports. 
Since the convoying men-of-war were supported by the 
averia, the amount of which depended upon the cost, the mem- 
bers of the Merchant Guild of Seville had a financial interest in 
keeping expenses low. Hence the prior and consuls of the Guild 
met with the officials of the House of Trade to estimate the 
number of men to be provided for, the duration of the voyage, 
and the quantities of the various supplies to be bought. The 
factor of the House of Trade—apparently with the advice of the 
others present—estimated the probable cost of each item." Then 
the supplies were bought, before about 1588 by the factor and 
his assistants, later by the factor or the purveyor,® and either 
loaded directly upon the ships or stored at the water’s edge in 
the warehouse (atarazana) of the House of Trade until victual- 


ing commenced. While in storage, goods were in charge of the 
storekeeper of supplies (tenedor de bastimentos).° Upon being 
taken on board the vessels, the provisions were charged to the 


* There is abundant statistical evidence that this is not an exaggeration for 
most of the period under investigation. For instance, see A. de I., Contratacién, 
30-3-16, 30-3-19. 

The fact that vast amounts of gold and especially of silver came to private 
individuals in Spain to liquidate the favorable trade balance of the motherland 
with her colonies affords a priori grounds for believing that the price level was 
permanently higher in America than in Spain. 

*For instance, in 1587 additional supplies of white bread, pork, beef, hens, 
salt fish, flour, raisins, olive oil, almonds, and old wine—some of which had been 
imported from Spain—had to be bought in Havana and Cartagena (A. de I., 
Contratacién, 30-3-16, 30-3-19). 

"For an example of the procedure employed in drawing up the budget of a 
treasure fleet see A. de I., Contaduria, 2-3-20/21, 2-3-21/22, 2-3-37/38. 

*A. de I., Contratacién, 36-2-9/17, 36-2-11/19, 36-3-13/1, 36-3-17/5; José 
de Veitia Linaje, Norte de la Contratacién de las Indias Occidentales, lib. ii (Se- 
ville, 1672), pp. 165, 178. 

* A. de I., Contratacién, 35-5-1/24 to 35-6-96/50. 





SUBSISTENCE ON SPANISH TREASURE SHIPS 433 


stewards (maestres de raciones), who, upon the return of the 
fleet, had to give strict account of all goods entrusted to them.*° 


iil 


The stewards were given instructions governing the rations 
to be issued every day to first- and second-class sailors, cabin 
boys, soldiers, and the like. The instructions were also designed 
to regulate the preservation of food. For instance, stewards 
were admonished not to keep open any longer than necessary 
bread and other food liable to injury through desiccation or ex- 
posure. With the same object in view, seamen were required 
instantly to heed the mess call; otherwise they lost their rations. 

Table I presents the dietary of sailors and soldiers for 
1560,"* the year that offers the most typical rations. Approxi- 
mate calorie equivalents of each item are listed. 

In this table codfish is used when the steward’s instructions 
specify fish without any description, for it was the kind most 
frequently supplied. The monthly allowance of olive oil is dis- 
tributed equally over the seven days, though it is probable that 
it was given only on fish days. 

This dietary is abnormal only in the substitution of cheese 
for fish or meat on Mondays and Wednesdays. The only other 
record of such a substitution was for 1585, when cheese was 
given on Mondays.** Ordinarily fish was eaten from two to four 
days a week, and either salt pork or salt beef on the other days. 

Though the dietaries for other years were similar to that of 
1560, there was always some slight difference. For instance, in 
1542 cheese and beans or chick-peas were given on fish days;** 
in 1582 fresh meat and cheese were supplied on Sundays and 

* On March 8, 1564, Baltasar Gonzalez, a steward who had just arrived at 
San Lucar de Barrameda on a return voyage “swore to God and the Holy Virgin 
over the sign of the cross that he gave the said rations to the said people in the 
said time and that he had been guilty of no fraud or collusion. Since he was il- 
literate, he did not sign the affidavit” (A. de I., Contaduria, 2-3-20/21, Doc. 3). 

At first, it seems that stewards had to take receipts from the men to whom 
rations were issued (ibid., 2-3-20/21). But later a notary certified that the de- 
livery of rations had been made. 

* A. de I., Contratacién, 30-3-4. 

* A. de L., Contratacién, 41-1-1/12. * A. de 1., Contaduria, 2-3-5/6. 
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Thursdays instead of salt meat and beans or chick-peas;* in 
1585 the usual 8 ounces of meat and fish were reduced to 6;** in 
1631 the instructions—presumably through error—omitted olive 
oil from the fish ration; ** in 1642 the instructions did not specify 


TABLE I 
DreTaRy OF SOLDIERS AND SAILORS FOR 1560 








Food Material Quantity oF = mie 





Bread* d 1,695 
Winet P 1,066 
Sundays, Tuesdays, Salt beef 

Beans or chick-peas 
Olive oil 

Vinegar 


Bread 

Wine 

Cheese 

Mondays, Wednesdays |; Beans or chick-peas 





24.0 ounces 
1.065 quarts 
8.0 ounces 

Fridays, Saturdays... .|; Beans or chick-peas 3.8 ounces 

| Olive oil ©.4 ounce 
Vinegar 

Total 














* Whole-wheat. 

t The alcoholic content has been estimated at 15 per cent. 
the days on which rations of meat and of fish were to be sup- 
plied.*’ 

Although the stewards’ instructions concerning rations were 
unconditional, they were sometimes set aside by the captain 
general of the fleet. As might be expected, this interference oc- 
casionally produced such a shortage of certain rations as to 
make it impossible to return to the normal dietary. For instance, 

* A. de I., Contaduria, 3-1-26/40; Contratacién, 30-3-12. It was very unu- 
sual for the sailors and soldiers to be given fresh meat except while in port. 

* A. de I., Contratacién, 41-1-1/12. 

* 4. de I., Contratacién, 36-3-19/7. 

* A. de I., Contratacién, 41-1-3/14. 
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the steward of a ship that returned from the Indies in 1560 
maintained that orders of the captain general caused him to de- 
part from his instructions and thereby to exhaust prematurely 
the more palatable provisions. On this ship the sailors and sol- 
diers were reduced to bread, wine, and salt pork—supplemented 
by rice on one day and fresh pork on two occasions when a pig 
was slaughtered and distributed among fifty-four men—every 
day in the week except Friday, when because of religious scru- 
ples only bread and wine were taken. The usual rations of bread 
(24 ounces), wine (about a quart), and salt pork (8 ounces) 
were given. This ordeal lasted from July 12 to September 6, a 
period of fifty-seven days.** 

True to the traditional Spanish fondness for highly seasoned 
food, a complete supply of condiments was always provided. 
The following spices were carried in the early years, and pre- 
sumably throughout the period under investigatiou: cinnamon, 
cloves, mustard, parsley, pepper, and saffron. Onions were in- 
cluded in the supplies less frequently than one would expect, but 
in alternate years, 1503-1660, garlic was omitted only three 
times—in 1507, 1511, and 1605. Since condiments, with the 
exception of vinegar, were never included in the dietaries, ap- 
parently they were not rationed. But year in and year out the 
official instructions admonished stewards “to dispense garlic 
with discretion in order that it may last during the entire voy- 
age.’””° 

Ordinarily the stewards were instructed to economize in the 
use of water, taking into account the time that had to elapse be- 
fore the supply could be replenished. I found only one year, 
1631, in which water was rationed. Each man was allowed a 
half-gallon daily,”® which, together with the quart of wine per 
person, was probably ample. 

The sailors ate from wooden plates and saucers. The notary 
of rations (escribano de raciones) on the “almiranta” of the 

* A. de L., Contratacidén, 30-3-4. Surprising as it may seem, the energy value 
of this dietary, about 4,118 calories, was quite sufficient. 

* For example, see A. de I., Contaduria, 2-3-5/6. 

* A. de I., Contratacién, 36-3-19/7. 
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fleet that returned from Colombia and Central America in 1584 
certified that six dozen wooden plates and saucers “were used 
up in serving sailors.’”** The same number was bought for a 
fleet that sailed in 1563.** In 1575 sixteen dozen wooden plates 
and saucers and two iron spoons for use in cooking (cucharas 
de hierro de guisar ) were bought for the Mexican fleet.** 

Charcoal** and wood were used as fuel for cooking. Pine 
juniper, olive, and almond were the most usual kinds of wood, 
and of these olive appeared in the supplies most frequently.** 
The occasional use of the almond and the common use of the 
olive, a tree highly valuable for its fruit and hardly fit for fuel, 
suggest that there was a serious shortage of timber. 

In the early years of the sixteenth century, say before 1530, 
lentils and honey often appeared in the dietaries,”* but except as 
a food for the sick the former was soon supplanted by beans, 
chick-peas, and rice, and the latter by sugar. Although some use 
was made of sardines throughout the period under investigation, 
their consumption was negligible after about the middle of the 
sixteenth century. Tuna fish occasionally entered into the diet 
during the whole period, but it never was an important item. 
Quince marmalade (carne de membrillo), olives, hazelnuts, 
dried figs, and dried plums were sometimes carried in the early 
sixteenth century, but they were intended for the ecclesiastics 
on board, who were given better food than sailors and soldiers. 

Naturally an effort was made to eliminate a food that hap- 
pened to be abnormally dear in any year. For instance, rice was 
often—and chestnuts” were occasionally—substituted for beans 


™ A. de I., Contratacién, 30-3-17. 

* A. de I., Contaduria, 3-1-1/1(1); Contratacién, 30-3-1. 

* A. de I., Contaduria, 3-2-52/10. In 1607 copper spoons were purchased 
(A, de I., Contratacién, 32-5-34). I do not know what use was made of them. 

™ See, for example, A. de I., Contratacién, 35-6-59/22, 41-1-3/14. 

* For instance, see A. de I., Contaduria, 3-1-10/24; Contratacién, 32-5-34, 
35-3-16/27, 35-5-12/35, 35-5-14/37, 35-5-16/39, 35-6-68/31. 

* A. de I., Contratacién, 39-2-1/8, 39-2-2/9. 

* At present chestnuts form an important element in the food of the poor 
in Andalusia. Stands at which they are roasted and sold line the streets in work- 
ingmen’s districts. 
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and chick-peas. Shifts were likewise made between pork and 
beef. 

The instructions given stewards usually specified that cheese 
be supplied instead of meat in stormy weather or on days of 
combat—not because it was conducive to pugnacity, but in order 
to avoid the hazard that lighting fires would entail. Another 
curious feature of the instructions was a provision that fresh 
fish be eaten on days of calm and while the fleet was in port, 
the intention evidently being that on these occasions the sailors 
should turn fishermen. Accordingly, we find bait, fishhooks, and 
other paraphernalia for fishing, at least in the early years, among 
the standard equipment of treasure ships. 


IV 


An examination of the calorie equivalents of the various 
elements in the dietary of 1560 will show that the food of sail- 
ors and soldiers was ample in quantity. The most probable as- 
sumption is that the work of sailors during the course of the 
voyage was moderately hard, in which case the average energy 
value of 3,628 in 1560 was quite sufficient.** The average daily 
ration contained 3,799 calories in 1542; 4,006 in 1582; 3,317 in 
1585; 3,196 in 1631;* and 3,879 in 1642.” The general average 
for all of these years, including 1560, was 3,638; so in this re- 
spect, as in others, the year 1560 may be taken as typical. 

The rule-of-thumb methods used in determining the total 
nutritive value of the rations were more happy in their results 
than was a similar system for the determination of a balanced 
ration with respect to the time-honored triumvirate of proteins, 
carbohydrates, and fats." 

* Cf. Martin Flack and Leonard Hill, Text-Book of Physiology (London, 
1919), PP. 344-46. 

* Olive oil was not included with the allowance of fish. Apparently this 
omission was due to an oversight in the instructions. 

* The calorie equivalents have been computed from data found in the fol- 
lowing documents of the A. de I.: 1542, Contaduria, 2-3-5/6; 1582, Contaduria, 
3-1-26/40 and Contratacién, 30-3-12; 1585, Contratacién, 41-1-1/12; 1631, Con- 
tratacién, 36-3-19/7, and 1642, Contratacién, 41-1-3/14 . 

™ Naturally the expert on nutrition is interested in other matters, such as 
vitamines, minerals, and the like; but he can readily supply the missing informa- 
tion from the data listed in Table I. 
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Since bread and wine were dispensed in invariable amounts, 
carbohydrates, coming chiefly from these two sources, fluctuated 
little from one year to another, or even from day to day. The 
average for these six years was 2,603 calories. Ranging from 
131 in 1631 to 892 in 1642 and from 207 on Sundays and Thurs- 
days to 1,337 on Mondays and Wednesdays in 1542, the fat con- 
tent of the diet exhibited extreme yearly and daily variations. 
Five hundred and thirty-two, the average for the six years for 
which I have complete data, was rather low. Having an average 
calorie value of 503 a day, the protein supply was quite suffi- 
cient.** 

From what has been said it is apparent that there was no 
tendency for the rations to deteriorate. Even in 1642, after 
Spain had definitely entered upon a period of economic deca- 
dence, the dietary was as good in quantity and quality as at any 
previous time. Though it was necessary to economize in outfit- 
ting the treasure fleets after the first quarter of the seventeenth 


* The following table lists the nutritive value of the rations for representa- 
tive years: 
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century, the decline in resources was not great enough to affect 
the food. 

If there be any single defect in the dietaries that stands out 
above others, it is the complete lack of fruits and vegetables. I 
was unable to find a trace of any kind of green vegetables in the 
lists of rations or supplies of a treasure ship. Since vegetables 
can be grown at all seasons in the fertile valley oi the Guadal- 
quivir on the outskirts of Seville, their absence from the di- 
etaries indicates that they were not highly prized as food at that 
time.** Except for one small jar (bote) of lemons in 1530, I 
found no records of fresh fruits in the provisions of a ship. 
These lemons were intended not for sailors or soldiers but for 
three nuns (deatas) carried as passengers. It should be remem- 
bered that canned fruits and vegetables did not fill this hiatus in 
the dietaries, for the art of canning was not known before the 
close of the eighteenth century. 

As might be expected, the death-rate on the ships was ap- 
palling. And judging by the medicines carried, the ships’ hos- 
pitals must have been much in demand.** 

Perhaps the greatest difference between the dietaries on 
treasure ships and those of Spanish laborers today lies in the 
lack of fruit and green vegetables on the treasure ships and the 
copious use made of them at present by the average working- 
class Spaniard. Aside from their salutary effects the presence 
of fruit and vegetables in the modern dietary lessens its monot- 
ony, a cardinal defect of the food on the treasure ships. Olive 

“It is not difficult to find data that corroborate this thesis. It is said that 
Philip II was afflicted with the gout largely because fruits and vegetables did not 
enter into his diet. An extensive list of commodities bought by the officials of 
the House of Trade for the feast of Corpus Christi, which occurs at the height 
of the vegetable season, in 1596 does not include any vegetables (A. de I., Con- 
tratacidn, 41-1-3/14). No vegetables were served the ambassador from England 


who was a visitor at the Alcazar of Seville from February 5 to 20, 1631 (Bibli- 
oteca Colombina, Papeles Varios, tomo ii, p. 341). 


“In the Archivo General de Indias abundant material awaits the investiga- 
tor who cares to stucy the pathological effects of the dietaries, as well as the 
methods and medicines employed in treating diseases at that time. For instance, 
complete lists of medicines carried on the vessels and of those shipped to Amer- 
ica can be found in the records of the storekeepers of supplies (tenedores de bas- 
timentos). 








440 EARL J. HAMILTON 


oil was and is the chief source of fat. Cheese was a larger item 
of consumption than at present.*° So far as I know, neither milk 
nor butter was ever carried on a treasure ship, but very little use 
is made of either by the working-classes of Spain today. Al- 
though the present consumption of wine in Spain is great, it is 
trifling when compared with the use made of it in the sixteenth 
and seventeenth centuries. It will be recalled that each sailor 
was ordinarily allowed a little more than a quart a day. In 1560 
the factor of the House of Trade was instructed to substitute two 
quarts of cider for each quart of wine in case the supply of the 
latter proved insufficient.** In 1503 the crown ordered the House 
of Trade to buy a year’s supply of wine and flour to send to agri- 
cultural colonists in Hispaniola. The wine cost 117,221 mara- 
vedis and the flour 93,732.°" According to the estimate of the 
factor of the House of Trade, wine for fleets sailing in 1563, 
1564, and 1573 cost 2,263,592 maravedis and bread 1,305,930." 
In 1642 a sailor’s daily ration of wine cost 25 maravedis, while 
his bread cost only 14.*° As the pound and a half daily ration 
on the treasure ships indicates, bread was then the staff of life. 


V 


The ships’ officers and gentlemen-in-waiting were more for- 
tunate than sailors and soldiers with respect to both the quanti- 
ty and quality of their dietary. For no steward stood watch over 
their rations and meted them out according to the definite in- 
structions of officials in Spain, and they had many articles of 
food not given sailors and soldiers unless they were ill. Instead 
of whole-wheat bread, the officers and gentlemen had white 
bread; instead of salt pork, choice hams; instead of cheap wine 
of recent vintage, the finest sherry of Jerez. 

Naturally the officers and gentlemen ate any of the food of 

“ The same was true of England in the eighteenth century (G. E. Fussell, 
“The London Cheesemongers of the Eighteenth Century,” Economic Journal 
[Supplement], January, 1928, p. 394). 

* A. de I., Contratacién, 30-3-4. 

* A. de I., Contratacién, 39-2-1/8. 

* A. de I., Contaduria, 2-3-20/21, 2-3-21/22, 2-3-37/38. 

* A. de 1., Contratacién, 41-1-3/14. 
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sailors and soldiers that proved to their liking, and besides they 
were supplied raisins, almonds, hens, eggs, sugar, and fresh 
meat—such as mutton, beef, and pork. Since refrigeration was 
not known, it was necessary to carry live animals to provide 
fresh meat; so immediately before the fleet left Seville or just 
before it put to sea at San Lucar de Barrameda, sheep, calves, 
pigs, and hens were bought, and the supply of each was often re- 
plenished when the ships touched at the Canaries. While the 
fleet was at American ports, fresh meat was bought daily; and 
live animals for the return voyage were taken on board. 

I found scant data concerning the relative cost of rations for 
sailors and for the retinue of the captain general. In 1552 the 
food of a sailor cost 25 maravedis a day and that of the captain 
general 34; in 1556 and 1557 the respective figures were 30 and 
40 maravedis.*° Hence in the only three years for which infor- 
mation is available the rations of sailors were about three- 
fourths as expensive as those of the captain general and his at- 
tendants. 

The food of sick sailors and soldiers differed little from that 
of officers and gentlemen, for it was felt that this food possessed 
curative powers and that the sick deserved special favors. For 
instance; Juan Saez de Goya, chief surgeon (cirujano mayor) 
of the fleet that sailed to New Spain in 1631, certified upon his 
return that among other things 477 pounds of raisins, 18 quin- 
tals of white bread, 225 pounds of almonds, 210 hens, and 212% 
pounds of sugar “were consumed in the cure and regalement of 
the said sick people.’ 

VI 

Let attention be directed to labor incomes. How were real 
wages affected by the influx of American gold and silver? Did 
prices outstrip wages, or did the two move parallel? Did the 
fabulous output of Mexican and Peruvian mines enhance or de- 
crease labor’s share in the national income? Did all classes de- 

“ A. de I., Contaduria, 2-3-8/9; Contratacién, 36-4-1/7. 

“A. de I., Contratacién, 36-3-19/7. In 1585 the sick were fed white bread, 


mutton, chicken, eggs, sugar, raisins, and almonds (A. de I., Contratacién, 41- 
1-1/12). 
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pendent upon labor for a living fare alike, or were some benefited 
and others injured? 

Two classes of men are included in the study of wages— 
first, landmen, such as carpenters, calkers, masons,“ and labor- 
ers, who prepared the vessels for voyages, and, second, seamen, 
such as first-class sailors (marineros), second-class sailors 
(grumetes), cabin boys (pajes), artillerymen, captains, mates, 
dispensers (dispenseros), coopers, calkers, carpenters, water 
bailiffs (alguaciles del agua), watchmen, and notaries, who per- 
formed duties on the treasure ships. 

Table II lists the wages of landmen and seamen.** Quota- 
tions are in “silver maravedis,” the Castilian money of account, 
which contained 1.45 grains of pure silver.“ 

In the case of landmen there was exceedingly close agree- 
ment between the wages of carpenters, calkers, and masons. For 
a period of 155 years I have records of only two occasions—1 585, 
when carpenters received 204 maravedis and calkers 221 mara- 
vedis a day, and 1588, when carpenters were given 272 mara- 
vedis, calkers 221 maravedis, and masons 256 maravedis a day 
—on which there was any difference in their pay. Less uniform- 
ity appears in the relationship between the wages of the skilled 

“The connection of masons with the ships was remote. They repaired the 
warehouse in which provisions were stored. Carpenters and calkers were also 
carried on the ships. 

“ The individual legajos (bundles of documents) from which the data were 
taken are too numerous to list here. They may be found in the following series 
of documents, all deposited in the Archivo General de Indias: Papeles Pertene- 
cientes a la Casa de la Contratacién de Sevilla; Inventario de Cuentas de Averias, 
en que se Incluyen Algunas de Armadas y Flotas; Inventario de los Papeles Per- 
tenecientes a las Armadas de la Guarda de Indias y Otras, que Corrian a Cargo 
de la Contratacién de Sevilla; Cuentas de Armadas de Indias y Galeras Guarda 
Costas de Tierra Firme; Papeles de Armada; Libros de Armada; Cuentas de 
Tenedores de Bastimentos; Cuentas de Factores; Libros de Cargo y Data de 


Tesoreria; Sueldos de Gente de Mar y Guerra; Obras de la Casa de la Contrata- 
cién; Efectos Comprados para las Reales Armadas ; and Relaciones. 

“ The silver maravedi was an imaginary thirty-fourth part of the silver real. 
It contained 1.45 grains of pure silver until December 23, 1642, when its silver 
content was reduced by 20 per cent. An allowance for this change has been made 
in subsequent wages so that throughout the period under investigation they are 
stated in terms of a constant weight of pure silver. 
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group and those of day laborers, but during most of the sixteenth 
century there was a tendency for the pay of carpenters, calkers, 
and masons to fluctuate around a figure twice as high as that of 
unskilled workmen. 

The remuneration of seamen presents even greater uniform- 
ity of relationships. After about 1550, when the quotations are 
frequent enough to admit of comparison, mates, dispensers, 
coopers, calkers, carpenters, water bailiffs, watchmen, and no- 
taries received identical pay in almost every year. The sporadic 
discrepancies may have been due to the fact that on a few occa- 
sions sailors performed the duties of some of these men, in which 
case they probably received more than sailors but less than those 
for whom they substituted. The invariable tendency for any 
departure from the prevailing scale to be downward lends color 
to this hypothesis. After the middle of the sixteenth century 
captains received exactly one and a third times as much as the 
usual pay of the foregoing skilled workmen and minor officials. 
With singular regularity second-class seamen were paid two- 
thirds as much, and cabin boys half as much, as first-class sea- 
men. Both were simultaneously out of the customary ratio to 
first-class seamen in only one year, 1503; and one of the two 
was disproportionate in only four years—1519, 1530, 1532, and 
1542. 

The stability of the ratios between the remuneration of the 
different grades of laborers—from captains to cabin boys—on 
the treasure ships for a period of 155 years may provide confir- 
mation of Ricardo’s thesis that “whatever the ingenuity, skill, 
or time necessary for the acquirement of one species of manual 
dexterity more than another, it continues nearly the same from 
one generation to another; or at least that the variation is very 
inconsiderable from year to year 

What effect did the increase in wages have upon the subsist- 

“ Principles of Political Economy (1821 ed.), chap. i, §2. The tendency, ob- 
served by Ricardo, toward uniformity of relations between the remuneration of 
different grades of labor may have been due to the influence of custom on wage 
scales as well as to the stability of technical requirements in different occupations 


rather than to such adjustments as would normally take place under conditions of 
perfect competition and complete mobility of labor. 
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ence of workingmen? Were wages sufficient to offset the rise in 
prices engendered by the influx of American treasure, or did the 
increasing cost of living force them to accept a lower standard of 
consumption? Some information may be gleaned from the mon- 
ey allowances for rations which the House of Trade granted to 
laborers who worked away from home and to seamen assembled 
a few days in advance of the sailings of the treasure fleets. From 
time to time the accountants of the India House calculated the 
TABLE III 
Money ALLOWANCES FOR RATIONS 
(In Silver Maravedfs) 








Allowance 





17 
20 
25 
20 
25 
25 
25 
30 
30 
25 
25 


























cost of supporting a man on the treasure ships by multiplying 
the quantity of each item in the dietary consumed during, say, a 
day or a week by the price of this commodity. The sums arrived 
at seem to have been used as bases for determining the allow- 
ances for rations. 

Table III lists the money allowances for rations in thirty- 
three years between 1505 and 1623.*° The quotations are in sil- 
ver maravedis. 

In Table IV price relatives of the money allowances for 
rations and index numbers of the prices of twenty-four homo- 
geneous commodities in Andalusia“ have been brought together. 
For both rations and prices 1573-81 was used as the base period. 


“ The data have been taken from the following legajos of the Archivo Ge- 
neral de Indias: Contratacién, 30-3-1, 30-3-2, 30-3-9, 30-5-63/15, 32-5-34, 33-I- 
95/28, 36-2-1/9, 36-2-4/12, 36-4-1/7, 39-2-1/8, 39-2-2/9(2), 39-3-3/1, 40-6- 
1/2; Contaduria, 2-4-50/5, 2-3-8/9, 2-3-12/13, 2-3-15/16, 2-3-20/21, 3-1-18/32, 
3-4-126/3. 

“For a list of the commodities, sources of the data, and methods used in 
collecting prices and constructing the index numbers see Earl J. Hamilton, “Amer- 
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The apparent lag of rations behind prices up to the base 
period, 1573-81, was due to the fact that the only allowances 


TABLE IV 
Price RELATIVES OF RATIONS AND INDEX NUMBERS OF PRICES 
(Average 1573-81 = 100) 
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for rations in this period are disproportionately high.** The 
parallel movements of the money allowances for rations and of 


ican Treasure and Andalusian Prices, 1503-1660: A Study in the Spanish Price 
Revolution,” Journal of Economic and Business History, November, 1928, pp. 
I-35. 

“ Cf. Table III. 
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prices and the fact that no deterioration in the dietaries on the 
treasure ships is discernible seem to indicate that the price revo- 
lution did not push the laboring-classes of Andalusia, the region 
that largely supplied the complements of the vessels, down to a 
lower level of subsistence. The House of Trade continued to 
provide equally good subsistence for the men who worked on 
land, as well as for those who went to sea, probably because it 
was necessary to do so in order to secure labor.*® 

Chart I contains curves for index numbers of prices in An- 
dalusia and of the wages of landmen and seamen.” 

The lag in the wages of landmen during most of the sixteenth 
century, shown in Chart I, indicates that notwithstanding the 
fact that the laboring-class was not forced to resort to cheaper 
or less abundant food—unless unemployment was reduced suffi- 
ciently to counterbalance the loss in daily wages—this century, 
which witnessed the greatest economic, political, intellectual, 
and artistic advance Spain has ever known, was a period of retro- 
gression as regards the economic welfare of the mass of her 
people. The lag in the money wages of seamen is much greater 
than in the case of landmen. Since the seamen were given sub- 
sistence, which, as has been shown, remained of uniform quality 
and quantity, the fact that prices rose faster than wages in the 
sixteenth century meant that the complements of the treasure 
fleets suffered a loss in real income. There was little chance for 
greater regularity of employment to offset lower wages, for the 
men were paid by the month for work that lasted from seven 
months to more than a year. The remuneration of the calkers 
and carpenters who went to sea declined no less than that of 
other men on the treasure ships. Hence their willingness to serve 
affords prima facie evidence, but not conclusive proof, that car- 

“ Naturally competition did not work perfectly in the labor market, and the 
mobility of labor was not frictionless. Nevertheless, there must have been ulti- 
mate adjustment to economic forces. The problems under investigation are 
truly long-run phenomena. 

“The period 1573-81 was used as a base in making index numbers for 
prices and wages. These index numbers were then shifted to the period 1503-11 
as a base in order that the curves might begin at the same point. Paucity of data 


in the early years would not permit the use of 1503-11 as a base for price rela- 
tives of the various items. 
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penters and calkers on land did not gain through increased em- 
ployment what they lost through reduced purchasing power of 
their daily wages. 
CHART I 
InpDEX NUMBERS OF PRICES AND WAGES 
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As has been indicated, the wages of captains and mates and 
those of skilled workmen moved parallel; hence these two groups 
fared alike during the period of changing prices and wages. But 
the remuneration of first- and second-class sailors and cabin 
boys, the lowest paid group, advanced faster than that of officers 
and artisans. Between 1541 and 1550 the wages of sailors and 
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cabin boys increased by 12 per cent, while those of the skilled 
group rose by about 11.1 per cent; from 1564 to 1567 the pay 
of the former group increased by 42.9 per cent and that of the 
latter by 20 per cent. These figures indicate that the most neces- 
sitous class suffered least from the price revolution. 


VIZ 

The conclusion is inescapable that the gold and silver which 
the men on the treasure ships brought to Spain and which, if 
they were imbued with the prevailing mercantilist philosophy, 
they imagined were going to enrich the motherland after the 
fashion of King Midas, merely served to impoverish the work- 
ing-classes and provide windfalls for the trading-classes whose 
incomes consisted largely of profits. In spite of prohibitions 
against the export of specie, this treasure filtered out of Spain 
largely through the “Ricardian” specie-flow mechanism and the 
impact of divergence between the bimetallic ratios of Spain and 
other European nations. The gold and silver of the Indies, thus 
scattered abroad, precipitated a price revolution in all Christen- 
dom, and in most countries the lag of wages behind prices be- 
stowed even greater windfalls upon the rising bourgeoisie than 
in Andalusia. This augmentation of profits was probably the 
greatest single factor in the rise of modern capitalism.” 

Ear J. HAMILTON 
DuKe UNIVERSITY 


“In the near future I am going to amplify this thesis and supply statistical 
data which will support it. 





ECONOMIC FACTORS TENDING TOWARD SECU- 
LARIZATION OF CHURCH PROPERTY 
IN ENGLAND, 1533-39 


E forces that played a part in the sudden confiscation 
of ecclesiastical wealth in England after the break with 
the papacy in 1533 were four in number. There was (1) 
a fear of national disintegration; (2) the interest of the public 
weal and of the national defense; (3) the cupidity of the ruling 
classes; and (4) the passing of an old, outworn economic order. 
Each of these factors had its basis in motives or conditions es- 
sentially economic. A rift in the state was threatened by an ap- 
parent defection of the clergy who were thought to be using 
their wealth to aid and comfort the enemies of the realm. Lay- 
men coveted the wealth of the church as a means to strengthen 
the defenses of the kingdom and to mitigate the burden of taxa- 
tion. The king, the nobles, and the new middle classes wanted 
the church lands to enrich themselves personally and to enhance 
their power politically. The new economic organization rapidly 
developing, based on commerce and industry rather than on ag- 
riculture, left little hope for the old feudal régime of the church 
to remain immune from attack. 


I. THE FEAR OF A NATIONAL DISINTEGRATION 


The study of contemporary documents plainly reveals that 
a danger regarding the unity of the realm was secretly feared, 
openly expressed, and carefully guarded against. The cause of 
the fear was a possible defection of the clergy whose wealth 
made such a contingency a grave danger. Evidences of disloyal- 
ty were plainly visible both in the regular and secular church- 
men.’ The Act of Supremacy aimed to counteract it. It is true 
that the convocations of both Canterbury and York abjured the 

*Calander of Letters and Papers of Henry VIII, Foreign and Domestic 
(Brewer ed., London, 1862), Roll Series, Vol. VIII, No. 609; Vol. IX, Nos. 1064, 
1065, 1066. Gee and Hardy, Documents Illustrative of English Church History 
(London, 1914), p. 244. 

4st 
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papal supremacy by the middle of 1534;°* but if this was not a 
mere feint, it was, to say the least, official rather than represen- 
tative. The existence of a secret allegiance between the secular 
clergy and the papacy showed itself in a number of ways in spite 
of the protest of Convocation voiced against the annates and its 
demand for separation from Rome in 1529.* The attachment of 
the secular clergy to Rome went far beyond a mere sympathetic 
attitude, and approached disloyalty to England. Prelates and 
priests alike joined in a concerted movement to spread propa- 
ganda favoring Roman jurisdiction.‘ The government thought it 
unsafe for the bishops to collect the tithes after its break with 
the papacy because it feared the misappropriation of such 
moneys for the reinstatement of papal authority.’ The clergy 
were suspected not only of weakening the national defense by 
transferring money abroad, but of revealing military secrets of 
the realm.° 

The patriotism and loyalty of Cardinal Wolsey certainly was 
beyond question, yet the subsidies he received from the Conti- 
nent awakened apprehension at home. Although none of Wol- 
sey’s grants came directly from the papacy, he took revenues 
from Francis I and Charles V that exceeded the income of the 
king.’ This was a sort of foreign entanglement that looked dan- 
gerous, and in the midst of a growing spirit of nationality such 
alien relations of the clergy contributed toward the desire for an 
ecclesiastical reorganization. The case of Fisher, bishop of 
Rochester, was on the other hand one of outspoken disloyalty. 
He boldly asserted that the correcting arm of the papacy was far 
too lenient toward the revolt of Henry VIII.* Fisher urged the 
emperor, Charles V, to take matters in hand and by military 
duress force the English king again to submit to the papacy. 

* Gee and Hardy, of. cit., p. 251. 

*Strype, Ecclesiastical Memorials Relating to Religion under Henry VIII 
(Oxford, 1822), II, 158. 

* Ibid., I, 244 f. 

* Calander of Letters and Papers of Henry VIII, op. cit., Vol. IX, No. 106s. 

*Strype, op. cit., I, 206. 

* Cavendish, Life of Cardinal Wolsey (London, 1827), pp. 88-96. 

* Calander of Letters and Papers of Henry VIII, op. cit., Vol. VI, No. 1164. 
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Such an act would be as meritorious in the eyes of God as a cru- 
sade against the Turks. Fisher went so far as to suggest Regi- 
nald Pole as the regal prospect about whom the reactionaries 
should rally to depose Henry.’ He even became a leader in a 
conspiracy to form a confederation of Christian princes against 
the English king.*° 

One of the most serious implications compromising the loy- 
alty of the secular clergy and involving an excuse for the king to 
confiscate their goods was unearthed in connection with an oath 
which they made to the papacy jointly with the abbots.”* In a 
solemn attestation, now revealed to the secular authorities, the 
prelates swore never to divulge the secret counsels of the papacy, 
to communicate to Rome danger threatening the papal curia, to 
receive papal legates, and to alienate no property without con- 
sent of the papacy. It is highly improbable that the king had 
been ignorant either of the existence or the nature of this oath. 
If he knew of it he had failed to take action against the clergy 
out of fear, but now that the papal power was crumbling in Eng- 
land he took drastic action. He pointed out to a select group of 
members of the Parliament, called before him for counsel, that 
the oath was not a symbol but an actual evidence of divided al- 
legiance within the realm. He took the position that the clergy 
had turned against him. He said: “Well beloved subjects, we 
had thought the clergy of our realm to be our subjects wholly, but 
now we have well perceived that they be but half our subjects; 
yea, and scarce our subjects. For all the prelates at their conse- 
cration make an oath to the pope clean contrary to the oath 
they make unto us, so that they seem to be his subjects.’””* 

Technically the clergy were now traitors in the eyes of the 
court, and consequently their goods were subject to confiscation. 
Such a step Cromwell evidently had in mind. His motive, even 
according to his extreme eulogist, John Foxe, was extremely mer- 
cenary, but he had the full accord of the king.** Cromwell sug- 

* Ibid. 

* Herbert, History of England under Henry VIII (London, 1872), p. 548. 

™ Hall, History of Henry VIII (London, 1901), II, 210. 

* Ibid. “Foxe, Acts and Monuments (London, 1846), V, 384 ff. 
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gested to the monarch that this predicament of the clergy be 
made a pretext for filling the royal exchequer and crippling for- 
ever the power of the prelates. “His majesty might accumulate to 
himself great riches, as much as all the clergy of the realm was 
worth, if it pleased him to take the occasion now offered.’"* The 
king received the proposition with much favor and gave Crom- 
well unlimited power to act in the matter. Cromwell then ap- 
peared before the Convocation and pointed out to the assembled 
clergymen that by act and attitude they had made their property 
subject to seizure by the state. Because they had consented to 
the legatine court of Wolsey, he said, and because of the oath 
they had sworn to the pope, they had now forfeited to the crown 
“their goods, lands, chattels, possessions, and whatsoever they 
had.’** But evidently the time was not ripe for such a drastic 
step of complete confiscation which Cromwell apparently had in 
mind. Both the king and his minister now shrank back from such 
an undertaking, and when the Convocation humbled itself, con- 
fiscation was compounded by the payment of an exorbitant fine.** 

An incident connected with the collection of this fine goes to 
show how far disaffection had spread in the ranks of the lower 
clergy. When the bishop of London tried to gather the money 
for the payment of the fine he was violently opposed by the par- 
ish priests. The local clergy refused to pay toward the levy, and 
when the bishop of London tried coercion, a demonstration verg- 
ing on riot forced him to desist. The doors of a chapter house 
were forced by a mob to prevent a packed assembly of higher 
clergymen from imposing the levy locally. In spite of the fact 
that a number of priests and laymen were arrested and impris- 
oned, the money was not raised by taxing the local clergy, as 
planned, so that the burden of the fine fell on the prelates.*" 

The unity of the realm seemed also threatened by the sus- 
pected disaffection of the regular clergy. This led to an attack 
upon the monasteries and the ultimate secularization of their 
wealth. Traditionally the tie between the monks and the papacy 
was a Close one and it was feared this bred an undue influence of 

* Ibid., V. 507. * Ibid., pp. 185, 200. Strype, op. cit., I, 198. 

* Hall, op. cit., II, 201. * Foxe, op. cit., V, 56-57. 
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Rome in the monasteries. Archbishop Cramner looked upon the 
monks as pillars of the papacy. “Under color and pretense of 
their father in religion, they are made free by their rules and 
canons from the obedience of their natural father and mother 
and from all temporal power.’** A privy counselor of Henry 
VIII wrought up over suspicion as to the patriotism of the 
monks spoke as follows: “Sir, when I think how the pope hath 
threatened to join all Christian princes against your highness, 
and that in these monasteries he nourishes a seminary of factious 
persons that oppose your supremacy; and what instruments they 
may be in stirring up sedition in your highness kingdom at the 
time that some foreign power invade it, I cannot but wish that 
some good orders were given.’”*® By such “good orders” of course 
confiscation was meant. Speed gave two reasons for the suppres- 
sion of the monasteries; one of them was economic and the other 
was patriotic. He accused the monks of making false gain out of 
religious duties and alluded to the religious houses as “the Nests 
and very Receptacle of all traiterous attempters againste the 
peace of the Lande and the Supremacy of the Crowne.””° Not- 
withstanding their subscription to the Act of Supremacy, the 
monks were thought disloyal at heart and ready to join any for- 
eign power invading England.” The state papers abound in se- 
ditious statements eminating from the monasteries.** Since the 
monasteries controlled vast wealth, the best way to remedy the 
situation would be to destroy the economic power of the monks 
which gave a material basis to the danger. 

Apprehensions regarding the fidelity of the monks and ab- 
bots were justified when rebellion broke out in the North of 
England in 1536. The immediate cause of the revolt was the 
suppression of the smaller monasteries. The Lincolnshire insur- 
rection was quickly crushed, but the Yorkshire rising proved 

* Strype, op. cit., I, 535 * Herbert, of. cit. p. 548. 

* Speed, History of Great Britain (London, 1614), p. 779. 

™ Tanner, Notitia Monastica (London, 1744), Preface, p. 36. 

™ Calander of Letters and Papers of Henry VIII, op. cit., Vol. VIII, Nos. 
78, 297, 560, 565, 566, 609, 623, 661, 666, 736, 838, 895; Vol. IX, Nos. 100, 167, 
186, 491, 789, 790, 846, 986; Vol. X, Nos. 49, 99. 
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more serious and ended in the well-known Pilgrimage of Grace. 
This movement was well equipped, carefully organized, and ad- 
equately led. Only a swollen stream prevented the 40,000 men 
assembled under its banner from giving battle to the forces of 
the king. The rebels showed a spirited resistance to the end.** 
A significant feature of the rebellion was the number of clergy- 
men involved in it. The Lincolnshire insurrection was led by a 
friar. Some of the bishops were implicated in the movement, 
and many abbots and monks were executed in spite of promises 
of leniency.** 

When the danger had passed, the king suppressed the great- 
er monasteries without mercy and without waiting for parlia- 
mentary sanction. He also renewed his attack on the wealth of 
the secular clergy. Many among the influential ruling class now 
supported the monarch because they saw the danger of vast 
wealth controlled by disloyal churchmen, and because they were 
personally enriched by the spoils. The break-up of the monastic 
system in England and the distribution of ecclesiastical property 
to men faithful to the crown was a master-stroke of statecraft on 


the part of Henry VIII. It not only unified the kingdom, but it 
rendered permanent the results of the schism of 1533.”° For this 
policy of the king Cromwell was responsible, and contemporary 
writers gave him credit for it.** The following quotation bears 
this out: 


Cromwell was the man that by his zeall, his wisdome, and his couradge, 
was Gods instrument to carrie all to good effect. He used these means. He 
first found meanes to persuade the king that it [confiscation] might lawfully 
be done; that for his crowne and state in safetie it was necessary to be done, 
four that he made appeare to the kinge how by their meanes the pope and 
clergie had so grete aucthoritie, revenue, alliaunce, and principallye captivity 
of sowles and obedience of subjectes, that they were able to put the kinge in 
hazard at their will; that for the revenues and maintenance of his estate, 
warres, and affaires both in peace and warre, at home and abroade, with oth- 


* Wriothesley, A Chronicle of England to 1539, 1875 (Camden Society 
Publications), p. 57. 

™ Hall, op. cit., II, 275. 

* Gee and Hardy, op. cit., p. 394. Foxe, op. cit., V, 377. 

* Foxe, ibid., Wright, Letters Relating to the Suppression of the Monas- 
teries, London, 1842 (Camden Society Pub.), p. 112. 
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ers, it was most profitable to dissolve them for the augmentation of his treas- 
ure. He allyed the kinge so stronglie with mightie forces in Germanie and 
that league of religion, so that their forces and his treasure and the consid- 
eration of the common perill by their common enemy the pope, he was able 
to withstande and encounter any foren princes He caused the kinge 
to restrayne all payment at Rome, and all resorte of his subjects thither 
either for suites, appeals, faculties, or other causes; whereby he both kept 
treasure, and held it from his enemies, and restrayned his enemies from fliing 
to foren parts or conference with them He caused the kinge to make 
such dispersion of the abbies possessions as it behooved infinite multitudes 
for their owne interest to joine with the kinge in holding them downe . . . . 
by selling many of them to many men four reasonable prises, exchanging 
many of them with the nobilitie and others for their ancient possessions to 
their greate gaine to whom he exchainged, preferring many sufficient persons 
to the kinges servis who were soone raised to the nobilitie and to worship 
and to good calling, and all endewed with maintenuance out of the revenues 
of the abbes.?* 


II. THE INTERESTS OF THE NATIONAL DEFENSE AND 
GENERAL WELFARE 

A second prominent economic motive for depriving the cler- 
gy of their wealth was a mitigation of the burden of taxation nec- 
essary for building up the defenses of the realm and for provid- 
ing means to advance the national welfare. The idea was a 
holdover from the Wycliffian theory of disendowment. Wy- 
clif taught that it would be lawful to pull down a church as 
a means for building a tower and to melt a chalice as a means 
for paying a soldier.** Furthermore, this Oxford radical preached 
that the possessions of the church ought to be distributed among 
knights capable of defending the land against enemies. Such a 
policy would increase the military defense, mitigate taxation, 
unify the kingdom, and advance economic prosperity.” It was 
owing to the influence of Wyclif’s point of view that the Good 
Parliament began to suspect the papal collectors of betraying 
military secrets and to doubt the wisdom of the fact that five 
times as much taxation was raised in England for the pope as 
was raised for the king.*° 

* Wright, ibid. 

* Wyclif, De Officio Regis, 1887 (Wyclif Society Pub.), p. 185. 

* Arnold, Select English Works of John Wyclif (London, 1869), III, 216. 

* Foxe, op. cit., II, 500, 786 f. 
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The Petition of the Beggars pointed out that the wealth of 
the clergy was endangering the defense of the nation. Subsidies 
for military purposes had many times been curtailed by the re- 
fusal of the churchmen to contribute. The tract plainly set forth 
that control of vast wealth continued in the hands of the church 
would mean in the end military defeat and political ruin. In this 
pamphlet by Fish there was a powerful appeal for national self 
preservation by the confiscation of church property.” 

The spirit of the times now played into the hands of agita- 
tion of this sort. The reign of Henry VIII was a waymark in the 
policy of military and naval defense.** The political situation on 
the Continent was also at this particular time making naval and 
military precautions necessary. An acute crisis emerged in 1539 
which drove the king to a program both of conciliation and de- 
fense. In spite of the Ten Articles of 1536, Henry had little sym- 
pathy with the German reformers, and he refrained from joining 
the League of Schmalkald. He distrusted the German Protes- 
tants because they were making concessions to Charles V.** Mu- 
tual fear of the advancing Turks was drawing Charles V, Fran- 
cis I, and the German princes together, and the English king was 
fearful that such a coalition might be used against himself. In 
fact a fleet had been concentrated at Antwerp, the French and 
Spanish envoys had left London, and a general coolness and un- 
certainty prevailed.** The crisis proved the more threatening in 
that Reginald Pole was consolidating these forces in his own in- 
terests as claimant of the English crown.” 

As a result of these movements Henry VIII took two im- 

™ Furnivall, A Supplication for the Beggars Written about the Year 1529 
by Simon Fish (London, 1871), p. 14. 

™ Traill, Social England (London, 1902), pp. 77 ff. 

* Herbert, op. cit., pp. 624 f, 630. Strype, op. cit., 1, 522. Dixon, History of 
the Church of England (London, 1884), I, 105. 

“Innis, History of England and the British Empire (London, 1923), Il, 
103. Williamson, Maritime Enterprise, 1485-1558 (Clarendon Press, 1913), I, 
124f. Burnet, op. cit., I, 294. Dixon, op. cit., I, 103. Merriman, Life and Let- 
ters of Thomas Cromwell (Clarendon Press, 1902), I, 178. 


* Hall, op. cit., Il, 286. Strype, op. cit., I, 476. Herbert, op. cit., pp. 620, 
625, 630. Dixon, op. cit., I, 104. 
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portant steps in defense of his position: one diplomatic and the 
other military. He had Parliament pass the Six Articles assur- 
ing the Catholics of his doctrinal conservatism, and he took the 
utmost precautions to place in proper condition the military and 
naval defenses of the kingdom. He sent his military experts to 
inspect the strategic points along the exposed seacoasts, and he 
made a personal tour of inspection to numerous parts of the 
realm: “And in all soche doubtful places his highnesse caused 
divers and many bulwarkes and fortifications to bee made. And 
furthermore his highnesse caused the lorde Admiral erle of 
Southhampton to prepare in redenesse shippes for the sea, to his 
grete cost and charges.”** “All which preparatives,” wrote Her- 
bert of Cherbury, “being made against a danger which was 
thought imminent, seemed so to excuse the king’s suppressing 
the abbeys; as the people, willing to spare their purses, began to 
suffer it easily; especially when they saw orders taken for build- 
ing divers forts and bulwarks upon the seacoast.”** 

The same writer asserted that a similar motive of defense 
prompted the king when Parliament suppressed the lesser mon- 
asteries in 1536, but the king’s cupidity defeated the higher end. 
“Protesting that he would suppress none without the consent of 
Parliament, among whom he did politically foresee that some for 
conscience sake, and others to avoid the charges of war, then 
menacing, would sooner lay the burden on the monasteries than 
take it on themselves.” 


They [the monasteries] were the seminary of those that opposed the 
regal authority in secular matters; to which some have thought the reason 
formerly touched might be added, that parliament was willing to lay the 
burthen of furnishing the necessities of the king from themselves 
And thus were the lesser monasteries dissolved But whatever the 
reasons were, it is certain that use was not made of them as might have been, 
while the revenues of the crown was so little improved thereby. If the 
profits of those dissolved had been employed for a settled entertaining and 
payment of a royal army by land, and a great fleet at sea, our king... . 


* Hall, op. cit., II, 286-87. 

™ Herbert, op. cit., 624-26; see also Gasquet, Henry VIII and the Monas- 
teries (London, 1902), I, 317-21. Burnet, op. cit., I, 430. Dixon, op. cit., I, tor. 

* Herbert, of. cit., p. 549. 
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might then have [besides making secure the realm] given the law to his 
neighbors.*® 

A document found in Strype confirms the fact that much of the 
wealth derived from the monasteries was in this manner mis- 
appropriated.*° The people were groaning under an unbearable 
burden of taxation and thus became reconciled to an attack on 
the property of the church. 

Thus the alleviation of taxation for the defense of the realm 
became a favorite argument justifying the confiscation of church 
property. Many fine schemes were presented with this in view. 
One document reads thus: 


That the King’s Exchequer should forever be enriched; the kingdom 
and the nobility strengthened and increased; the common subjects acquitted 
and freed from all former taxes and services: and that the abbots, monks, 
friars, and nuns being suppressed in their places should be created forty 
earls, sixty barons, three thousand knights, forty thousand soldiers and skil- 
ful captains, and competent maintenance for them all forever out of the 
ancient church revenues. So as in so doing the king and his successors 
should never want treasure of their own, nor have cause to beholden to the 
common subjects, neither should the people be charged any more with 
loans, subsidies, and fifteenths.** 


Cromwell himself seems to have worked out some such 
scheme of amelioration. In a document found among his papers 
there appeared a plan that promised relief from taxation and in- 
creased revenues for the king by means of the confiscated goods 
of the church. The paper made ample provision for the defense 
of the realm, but the wants of the deprived prelates, priests, and 
religious men were also kept in mind. Thus: “First, that it may 
be provided by authority of Parliament that the Archbishop of 
Canterbury, for maintenance of his state, shall have 2,000 marks 
yearly and not above. And that all the residue of the possessions 
as pertaining to the said archbishopric may be made sure to the 
kings highness and his heirs, for the defence of the realm and the 
maintenance of his royal estate.’”’ In like manner the archbishop 
of York, and the various bishops, etc., were to receive incomes in 
proportion to their position. The monks, canons, and abbots 

* Ibid., p. 563. 

“ Strype, op. cit., I, 422 f. * Ibid., p. §33.- 
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were to be provided for, but the revenues of the monasteries were 
to be turned over to the royal treasury.** 

Some of the plans for confiscation and secular appropriation 
were based on a broad social and economic outlook rather than 
on immediate relief from a state burden.** One paper in particu- 
lar reveals a scheme with unusual vision. It advocated that only 
a proportion of the wealth of the church be appropriated by the 
state, so that the clergy retain enough to live comfortably. It 
urged that the part taken over by the crown be devoted to the 
general public welfare. For one thing it was to be used to coun- 
teract the evils of the enclosure movement. The confiscated re- 
sources of the church were to be used for better administration 
of justice, giving employment to sturdy vagabonds, aiding the 
poor and unfortunate, building up new towns and restoring de- 
cayed manors, reclaiming unprofitable parks, and constructing 
new roads throughout the kingdom. Such use of church property 
would both benefit the masses and also exalt religion. The 
wealth of the church was to be used toward more socially useful 
ends.** 


III, THE CUPIDITY OF THE RULING CLASSES 

The awarding of confiscated lands and goods of the church 
to men of the new middle classes on the one hand, and to old es- 
tablished families on the other, was an outstanding feature of 
the suppression of the monasteries. In this manner apparently 
the king aimed to build up a party in England that would uphold 
him in case of a religious reaction. From the attempts made 
against the alien priories in the time of Henry IV and Henry V 
it was evident that the property of the monasteries was coveted 
by the laity. The fact that most of the landed spoils fell into 
their hands indicated that every great lay interest was united i 
the attack upon church property. The cupidity of the king and 
the greed of the influential classes may be seen at work on every 

“ Ibid., pp. 422 f. Wright, op. cit., p. 262. 

“Strype, op. cit., I, 417 ff., 533. Wright, op. cit., p. 262. Merriman, op. 
cit., I, 165 ff., 178 ff. Letters and Papers of Henry VIII, Roll Series, Brewer in 
Introduction, p. delv. 

“Strype, op. cit., I, 417-21. 
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hand. The immense wealth of the monasteries presented a temp- 
tation to improve private fortunes that proved irresistible and a 
tendency toward land-grabbing to satisfy personal avarice went 
on apace. Direct statement and indirect testimony alike give 
ample proof that the greed of the king and the ruling classes was 
a prominent motive for the economic reform of the church. The 
flood of letters and petitions that came to Cromwell asking for 
portions of the suppressed monastery lands clearly indicate such 
a situation.*° : 

Contemporary documents testify to the avarice of Henry 
VIII in regard to taking over the possessions of the clergy. The 
statements come usually from the enemies of the king, but they 
evidently contain much truth. The proceeds of some of the 
church property were occasionally devoted to some charitable 
purpose “lest the accusation of coveteousness be brought.’”** A 
certain clerk under trial stated in court: ‘“Syth the realm of Eng- 
land was first a realm there was never so great robber and pyller 
of the commonwealth read or heard of as is our king.’”’*” Capello, 
the Italian envoy, had a very low opinion of the financial ethics 
of Henry VIII.** One paper asserted that it would be hard to 
bring back the king into the Catholic fold because “coveteous- 
ness is so entered into his sect.’’** There is evidence that Henry 
VIII seized the annates to satisfy his cupidity.°° The attachment 
of Henry VIII to Cromwell was doubtless to a large extent due 

“ Calander of Letters and Papers of Henry VIII, Roll Series, op. cit., Vol. 
IX, Nos. 13, 28, 485, 528, 540, 531; Vol. X, Nos. 531, 551, 552, 557, 563, 
567, 572, 599, 601, 613, 621, 654, 717, 800, 825, 1233; Vol. XIII, Part I, Nos. 
49, 406, 524, 547, 605, 642, 1182; Part II, Nos. 20, 22, 27, 731, 6902. Wright, 
op. cit., Nos. 39, 52, 53, 54, 65, 77; see note p. 116. Strype, op. cit., I, 405 ff. 
Oliver, Monasticon Dioecesis Oxoniensis (London, 1912), pp. 23, 26, 36, 104, 112. 
Yorkshire Archeological Society, Record Series, 1912, Suppression of the Mon- 
asteries, XLVII, 4, 24, 36, 58-78. 

“Callander of Letters and Papers of Henry VIII, op. cit., Vol. TX, No. 
1064. 

“ Calander of Letters and Papers of Henry VIII, op. cit., Vol. VLII, No. 
609. 

“Calander of Venice State Papers, London, 1867, Roll Series, No. 753. 

“ Calander of Letters and Papers of Henry VIII, op. cit., Vol. XXIV, Part 
I, No. 186. 

* Ibid., Vol. VI, No. 89; Vol. VIII, No. 1334. 
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to the fact that the latter had promised to make the king the 
richest prince in Christendom out of the spoils of the church." 

A mercenary motive on the part of the English king may be 
very easily implied by his doctrinal attitude towards the Roman 
church. In 1539, after confiscation of church property had been 
largely accomplished, reconciliation with Rome was solicited by 
the passage of the Six Articles. Before the suppression of the 
smaller monasteries in 1536 a similar rapprochement on the part 
of the Roman court had been attempted, but had failed. The 
king of France said it would be easy to bring the English king 
back into the fold but for his extreme avariciousness.*? The 
times seemed propitious for healing the schism, as a number of 
events indicated: the rival queens were dead; the pope was mak- 
ing overtures; Francis I was lending his good offices; the king 
was permitting certain prohibited doctrines to be preached; for 
the moment he suspended his operations against the monas- 
teries; and the English envoys abroad were rejoicing at the pros- 
pects of a reconciliation that would make their king “the most 
glorious prince in the world.” “Unfortunately,” wrote Gasquet, 
“a real obstacle was found in the fact that the king had already 
seized upon a considerable amount of the church’s property, and 
was occupied at that time with schemes of wholesale alienation 
of the goods of monks, priests, and poor Reconciliation 
would obliterate the visions of untold wealth—dreams that could 
only be realized by perseverance in the course of destruction now 
embarked upon.’”* 

What was true of the king was the case with the ruling class 
as a whole. The entire realm seemed full of greedy solicitors 
praying for a share in the spoils. The Spanish envoy, Chapuys, 
writing to Charles V in 1536, stated: “All the lords are intent on 
having farms of the goods of the said churches. Already the 


™ Merriman, op. cit., I, 166. 
™ Calander of Letters and Papers of Henry VIII, op. cit., Vol. X, Nos. 450, 
, 1212. 
" Ibid., Vol. X, Nos. 831, 922, 956. Merriman, op. cit., Vol. I, Nos. 136, 
37, 147, 149, 173. Burnet, op. cit., I, 327. 
“ Gasquet, Henry VIII and the English Monasteries (London, 1888), II, 3. 
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dukes of Norfolk and Suffolk are largely provided with them.”** 
Strype pointed out that “When vast and immense treasures were 
flowing in to the crown from these endowed houses, there were 
not lacking suitors to obtain some share in the wealth for them- 
selves. And Lord Cromwell, to whom they made their addresses 
for his favorable recommendation to the king, they made ac- 
quainted both their merits and their needs. Divers of these let- 
ters are still extant in our archives.”** Prospects of sharing the 
plunder must have brought pressure to bear toward the dissolu- 
tion of the religious houses. That such prospects were enter- 
tained may be seen in a letter written by John Huse to Lord 
Lisle several months before the Act of Dissolution was passed. 
Huse said: “When the king proceeds to deal with the abbeys, 
you shall have a share in them.””” 

Soon after the passage of the Act of Dissolution, the duke of 
Norfolk wrote to Cromwell: “I perceived yesterday that you 
thought the king would appoint this day such houses of religion 
as he will appoint me.” After asking for certain lands, the letter 
continued: “If I may have the stewardship of all these lands, so 
much the better; if not, at least those this side Trent. Where 
others speak, I must also speak.’””** Others were indeed speaking. 
And they did not hesitate to offer bribes in order to get options 
on the coveted iands. One of the commissioners, Francis Brian, 
reported to Cromwell that divers persons had been soliciting him 
for leases of farms belonging to the abbeys, “for which he had 
been offered much money.” Brian suggested to Cromwell that: 
“Tt is as meet for you to have the money as any man.” In the 
same letter Brian asked Cromwell to remember him to the king 
for two houses. His reason for this request was that one monas- 
tery joined on the king’s forest, and the game might be injured in 
case it were held by another. 


™ Calander of Letters and Papers of Henry VIII, op. cit., Vol. X, No. 601; 
see also Vol. XIII, Part I, No. 442; Part II, No. 1182. 

* Strype, op. cit., p. 405; see also Wright, of. cit., p. 116. 

™ Calander of Letters and Papers of Henry VIII, op. cit., Vol. IX, No. 285. 

* Ibid., Vol. X, No. 599. 

* Ibid., No. 572. 
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The following letter may be taken as typical of numerous 
others written by the country gentry: 


Right worshipfull, yn my most humblyst wise I can commend me to 
your good mastership, thanckyng your mastership ever for the great kynd- 
ness and ffavor shewed to me always, and where it may please your master- 
ship to call to your remembrance that ye promsyed me to be good master 
unto me when the tyme came: Sir, your mastership shall understand that 
whereas yet I am not able to doo suche acceptable service unto the kynges 
highnes my master, as my poore and true herte wold, and if I hadd where- 
with to maynteyn it, so it is, pleaseth if your mastership to understond, that 
where I desyred Mr. Brian to be so good master unto me as to mosion to 
you to helpe me in the gifte of the priory of Fynshed, a hous of chanons yn 
the countie of Northampton, of the yerely value of lij (li), x (s), xj (d) yn 
case it be suppressed, Sir, you shall understonde that sens that tyme my nat- 
urall ffather willed me to write your mastership, and to none other, for to be 
good master unto me for a house yn Somerset shiere called Worspryng 
where my seyd ffather is ffounder thereof, and as I do subpose of like value 
thereaboutes. And yf it wold plese your mastership . . . . to helpe me to 
Worsprynge priorie I were and wil be wyls I leve your bedeman and always 
redy to your mastership with suche service and pleasure as shal become me 
to doo, whillst I do leve, God wylling, who ever have your mastership yn his 
tuysshon. From Bletherweke, this present Palme Sonday, by your own as- 
sured to his little power. 

HuMFFrRAY STAFFORD, ESQUYER 


To the right honorable sir 
Thomas Cromwell, knyght, secretorie 
to the kynges hyghnes, d. d. thus. 


Letter after letter according to this fashion and exploiting 
this same request could be cited.** They came from the nobility, 
the country gentry, and from the middle class groups. Some of- 
fered gifts to induce Cromwell to do his utmost to gain the king’s 
ear on behalf of the petitioners; others offered direct payment 
for the property they solicited. The letters go far to prove that 
men were greedy for the spoils of the church, and the attitude of 
so many of his subjects must have encouraged Henry VIII and 
urged him on to take definite steps toward the confiscation of the 
wealth of the clergy. , 

* Wright, op. cit., No. 54. 

* See above, Note 44. 
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IV. THE NEW ECONOMIC ORDER VERSUS THE OLD FEUDAL REGIME 

A new economic organization of society based on commerce 
and industry had long been emerging in Western Europe. This 
new economic order of things was rapidly supplanting the old 
feudal régime based on agriculture, upon which the wealth of 
the church rested. More subtle forces consequently than the cu- 
pidity of a ruling class, the needs of military defense, or the in- 
terests of national unity were at work to overthrow the economic 
power of the clergy. All the movements of change and progress 
that grew out of the rise of commerce and increase of industry 
militated against the rigid, static old order of the church. Such 
were the growth of nationality and the decay of feudalism; the 
increasing prestige of the middle classes and the declining impor- 
tance of the aristocracy, lay and ecclesiastical; the growth of the 
town and the collapse of the manor; the emerging ideal of mer- 
cantilism (statism) and the passing concept of papal cosmopoli- 
tanism; an advancing materialistic philosophy of life and a dis- 
appearing sense of a vague otherworldliness. In the wake of a 
growing commerce came the rise of new institutions and ideals 
that tended to discredit and displace the old feudal ecclesiasti- 
cal system. 

Commerce steadily expanding since the tenth century and 
the crusading activities had suddenly been revolutionized in ex- 
tent and volume by the discovery of the new ocean routes by 
DaGama and Magellan. Since manufactured goods were nec- 
essary to meet the new and increasing demands of trade, the 
expansion of commerce was accompanied by the growth of in- 
dustry. These movements had results—social, political, and eco- 
nomic—of the utmost importance, all of which cannot be dis- 
cussed at this point. In England particularly one of the results 
was an agrarian revolution. First of all, trade and industry 
caused population to gravitate from the manor to the town. In 
the latter sprung up the powerful middle class of merchant and 
manufacturer. In the second place the cloth industry of the Low 
Countries and of England itself increased the demand for wool. 
Again, labor shortage in the rural districts due to urban compe- 
tition and in particular to the ravages of the Black Death, 
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coupled with this increased demand for wool, brought about the 
enclosure movement. Common lands were either seized or bought 
up for sheep runs, and the growth of the large landed estate went 
on apace. As a result three middle-class groups emerged: the 
merchants, the manufacturers, and the wool-growers, a new aris- 
tocracy of wealth whose interests ran athwart those of the 
church. 

In the late fourteenth century Somerset, Dorchester, Bristol, 
and Gloucester were already important wool-manufacturing cen- 
ters. Devonshire and Cornwall were soon added to this group.” 
By the time of Edward IV the manufacture of cloth in the south 
of England seems to have been general; there was an insurrec- 
tion of 4,000 wool weavers in Suffolk, and a decided group con- 
sciousness had emerged among the industrial classes.** Notice 
the following “poem,” written during this reign: 

For the merchants come over our wools for to buy, 
Or else the cloth that is made thereof surely, 

Out of divers lands from beyond the sea, 

To have this merchandise into their own country, 
Therefore let not our wool be sold for nought, 
Neither our cloth, for they mist be sought, 

And in especial restrain straitly the wool, 

That the commons of the land may work to the full.** 


Sir Thomas More gave a very vivid picture of the rural situa- 
tion, and tendency toward enclosures. He wrote: 


Your shepe that were wont to be so meke and tame and so small eaters 
are now become so great devourers and so wild that they swallow down the 
very men themselves. They consume, destroye, and devoure whole fields, 
howses, and cities. For look at what partes of the realme doth growe the 
fynest and therefore dearest woll, there noblemen and gentlemen ... . 
leave no ground for tillage. Thei enclose all into pastures, thei throw downe 
howses, thei pluck downe townes, and leave nothing standynge byt only the 
churches to be made a shepehowse. And as though you loste no small quan- 
tity of grounds by forestes, chases, laundes, and parkes, those holy men 
turn all dwellinge places and all glebe lande into desolation and wilderness. 
Therefore that one coveteous and unsatiable cormaraunt and very plage of 


"Smith, Chronicon Rusticum Commerciale (London, 1747), Pp. 54. 
“Smith, op. cit., p. 80. 
“Wright, Political Poems and Songs (London, 1887), II, 282. 
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his natyve contrey may compasse aboute and enclose many thousand akers 
together within one pale or hedge, the husbandman be thrust oute of his 
owne, or else by coneyne and fraude, or by violent oppression they be put 
besydes it, or by wronges and injuries thei be so weried that thei be com- 
pelled to cell al.** 


The importance of commerce between England and the Con- 
tinent during this period, and the interlocking interests of manu- 
facturer, trader, and landlord in keeping commercial enterprise 
unhampered, may be implied in an incident related by a con- 
temporary writer. Henry VIII declared a war against Charles 
V, and the emperor retaliated by an embargo on English goods. 
The result on England was a critical economic situation that 
tended to a dangerous political consequence. The middle classes 
were so wrought up that the government took a hand in adjust- 
ing the inconveniences they suffered and in compensating them 
for their losses: . 

This warre with the Emperor was displeasaunt both to the Merchauntes 
and Clothiers, for the Merchauntes durst not venture into Spaine sith Aprill 
last past and now was come the xi day of March, wherefore all brode 
Clothes, Kerseis, and Cottons laye on their hands. In somuch as when the 
Clothiers of Essex, Kent, Wilshire, Suffolk, and other shires which use 
Clothmaking brought clothes to Blackwell Hali, London, to be sold as thei 
were wont to do fewe Merchauntes bought any cloth at all. When the Mer- 
chauntes lacked sale, then they put away from them their spinners, carders, 
thickes, and such others as live by clothworkyng which caused the people 
greatly to murmor, and especially in Suffolk, for if the Duke of Norfolk had 
not wisely appeased them, no doubt but that thei had fallen to some riot- 
ous act. 


In the Low Countries also trade and industry came to a stand- 
still, discontent began to brew, and pressure was brought to bear 
by the middle classes to force an understanding: 


If this warre was displeasaunt to many in Englande surely it was as 
muche or more displeasaunt to the tounes of Flaunders, Brabant, Hollande, 
and Zealande, and in especial to the tounes of Antwerpe and Barrow where 
the Martes were kept and where the resort of Englishmen was, for they 
sayed that their Martes were undoon yf the Englishmen came not there, 
and yf there were no Martes their Shyppes, Hoyes, and Waggons might 
reste, and all Artificers, Hosts and Brokers might slepe, and so the people 


* More, Utopia, Arber ed., 1869, p. 40 f. “ Hall, op. cit., II, 129-30. 
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might fall into miserie and povertie, of these thynges daily complaints were 
made to the Lady Margaret, and the Emperor’s counsaile, which wisely 
pondered the complaints and after long consultacion had, thei appointed 
certain Ambassadors to go to the kyng of Englande, and to entreate for a 


The economic interests of the new aristocracy of wealth 
made up of merchant, manufacturer, and wool-grower depended 
on the expansion of a foreign market, facility of foreign credit 
and exchange, and protection of goods and person both at home 
and abroad. Such interests could best be promoted by a strong, 
highly centralized government at home. Any factors within the 
realm that tended to disintegrate and divide the kingdom would 
be discountenanced by the middle classes. If the attitude of the 
clergy threatened the unity of the commonwealth, the church- 
men would be discredited. The new middle classes believed in 
strengthening the national defenses both military and naval, and 
if the wealth of the church could be used to that end, they would 
approve such a use of it. Much of the Tudor policy of centraliz- 
ing the administration, trade expansion, conciliation by com- 
mercial treaties and dynastic marriages, and political absolutism 
may be attributed to the influence of the middle classes created 
by the rise and expansion of commerce. 

The new middle classes not only favored a strong co-ordinat- 
ed central government to protect their business interests at home 
and abroad, but they demanded a favorable balance of trade. 
The church and the monasteries were not only the breeding- 
places of disloyalty, antinationalism, and divided allegiance, but 
the channels through which a great deal of money was taken out 
of the realm. In a time of emerging mercantilism this was re- 
sented. Government interference with the course of trade may 
be traced back as far as the reign of Richard II. The protec- 
tion of the home producer, the increase of exports over imports, 
the influx and retention of money in the realm, a favorable cash 
balance as an economic ideal and principle, had already taken 
deep root on the eve of the Reformation. Bacon represents Mor- 
ton as advising the king, Henry VII: “That our people be set 


* Ibid., II, 197. Merriman, of. cit., Vol. I, No. 107. Smith, op. cit., p. 55. 
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at work in arts and handicrafts, that the realm may subsist more 
by itself, that idleness be avoided, and the draining of our treas- 
ure for foreign manufactures be stopped. But you are not to 
stop here only, but to provide further that whatsoever merchan- 
dise shall be brought from beyond the seas may be employed for 
the commodities of the land, whereby the king’s stock of treas- 
ure may be sure to be kept free from being diminished by any 
overtrading with the foreigner.” 

The contemporary historian Hall, alluding to Henry VIII, 
said: “The kynge lyke a politike Prince, perceyved that the 
Merchaunt straungers, and in especial the Italians, Spaynards, 
and Portyugales daily brought Oade, Oyle, Sylke, Clothes of 
Gold, Velvet and other Merchaundise into the Realme, and 
therefor receyved ready money, which they ever delivered to 
other merchauntes by exchange and never employed the same 
money on the Commodities of this Realme, so that the kynge 
was hindered in his custom outward, and also the commodities 
of this Realme were not uttered, to the great hindraunce of his 
subjectes.”** Erasmus found out by personal experience how dif- 
ficult it was to take money out of England. His private purse was 
closely scrutinized, and the export of any money outside of his 
immediate expenses was challenged.” Under the circumstances, 
the middle classes would resent more and more the fact that vast 
sums of money were leaving the realm in the form of annates, 
Peter’s pence, funds involving appeals to Rome, and papal taxes 
in general. 

The rise and growth of commerce and industry, coupled with 
the passing of the purely agrarian feudal régime, brought in a 
new philosophy of life and a new attitude toward the use of 
wealth. A materialistic and immediate outlook upon this world 
took the place of the idealistic clerical concept of otherworldli- 
ness. The church failed to adapt itself to the new point of view 
and remained feudal in its economic organization. The clash was 
inevitable. The continuance of ecclesiastical institutions existing 

“ Bacon, History of the Reign of Henry VII, Lumby ed., 1889, p. 79. 

* Hall, op. cit., II, 196. 

® Erasmus, Letters, Nicholas ed., p. 227. 
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largely for non-producing monks and pilgrims, for the distribu- 
tion of alms, and for an outworn feudal system of tenantry, was 
challenged by men who by thrift, frugality, and industry had 
made their way to a place of importance under the new economic 
régime. The church fostered elements within it that, so far as 
the increase of wealth was concerned, were either non-produc- 
tive or inefficiently productive. It encouraged idleness by its 
doles of gratuities to the poor. It was failing to pay adequate 
dividends on its investments. Its splendid empty ceremonies, its 
broad waste places of ritual and devotion, its frequent holidays, 
were little suited to the new order of things. The zeitgeist was 
against it. The happy-go-lucky pilgrim seeking holy relics at 
healing shrines had been supplanted in the ideal of the new utili- 
tarian classes by the responsible merchant looking for useful 
commodities to enrich the market. The holy monk making pro- 
ductive labor secondary was superseded by the thrifty manufac- 
turer and the wide-awake landlord. The shifting of industry to 
the country estate and to the town caused the manor and mon- 
astery to decay. The church was backward in adapting itself to 
the changing circumstances of the times. The new middle classes 
listened with avidity to proposals for a more beneficial distribu- 
tion of the church’s property. They began to figure on shifting 
the burden of taxation from their shoulders by a new appropria- 
tion of ecclesiastic endowments. Finally, they began to develop 
itching palms for the wealth of the clergy to improve their own 
private fortunes.” 

In the social, economic, and political unheaval caused by the 
rise of commerce and the growth of industry the new middle 
classes must have wielded a powerful influence in the suppres- 
sion of the monasteries and in the reorganization of the church 
as a whole. They rapidly rose in social and economic ascendancy 
and held important political place. Their influence was both di- 
rect and indirect. They coveted the wealth of the church and 
brought pressure to bear for suppressing the monasteries. They 
were the products of a new régime that for several centuries had 


" Calander of Letters and Papers of Henry VIII, op. cit., Introduction, p. 
dclvii. Strype, op. cit., Vol. II, Nos. 27, 34, 43, 47, 51, 52) 53) 54, 56. 
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been bringing the old order of things to corrosion and decay. In 
the Catholic reformation following the Protestant revolt, the 
church adapted itself spiritually and morally to the spirit of the 
times at the Council of Trent. It was too late to make such 
adaptation in the economic sphere in England. The church had 
already been spoiled of much of its goods. While a commercial, 
industrial, and agrarian revolution was taking place in England, 
the church clung to the old order. Economically it came athwart 
the new spirit of progress which proved its undoing. 
Oscar A. Mart1 
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OCCUPATIONAL READJUSTMENT OF DISPLACED 
SKILLED WORKMEN 


SCARCELY touched phase of the problem of unemploy- 
ment, a very small part of the entire question, is dealt 


with in this article—the question of what happens to 
workers who, because of technical changes within a trade or in- 
dustry, are displaced from their trade and forced to turn to 
something else to make a living. Concerning as it does fewer 
than four hundred men in one city, Chicago, and in one trade, 
the cutting of men’s clothing, the present study cannot hope to 
go very far toward answering the question it attacks. For a brief 
local study, however, the Chicago men’s clothing industry is a 
particularly appropriate place to begin because so much has al- 
ready been done in that industry to handle the employment prob- 
lem sensibly. The efficiently operated unemployment insurance 
system, maintained by the union and the manufacturers in the 
whole market, keeps track of all the workers employed in the 
industry. The employment exchange of the Amalgamated Cloth- 
ing Workers, working in conjunction with the insurance system, 
keeps a complete record of all those temporarily out of work. 
Unemployment insurance benefits help to care for the men who 
lose time in any season. One step in the program, however, has 
been lacking; there has not been developed any system for car- 
ing for the men who are forced out of the industry altogether. 
No one has known where they have gone or what has happened 
to them. It is only through the help of the union officials and of 
several employers that it has been possible to gather this infor- 
mation concerning a few of the workers who within the last few 
years have been forced out of their trade. 


I 
Men’s clothing was among the first of the industries to feel 
the depression beginning in 1921 and it was one of those which 
suffered most. During and directly following the war, hundreds 
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of small manufacturers and contractors had sprung up to take 
advantage of the unusually great demand for clothing, and pro- 
duction had increased rapidly. With the coming of the depres- 
sion, people refused to buy clothing at the prevailing prices. 
Prices dropped rapidly, but it continued to be hard to dispose of 
the clothing produced. 

More significant, however, from the point of view of the 
Chicago manufacturers, was the fact that the demand for high- 
grade clothing suffered more than did the demand for cheaper 
clothing. Thus, while the industry in the whole country tem- 
porarily decreased, Chicago suffered more than other leading 
centers, for Chicago was a quality market. From 1921 to 1925 
Chicago’s percentage of the total wage-earners in the industry 
dropped from 18 to 12 and her percentage of the total value of 
products fell from 18 to 11. By 1926 it is probable that there 
were 5,000 men’s clothing workers in Chicago who could not 
get any work in their industry. Many others were working part 
time. 

The number of workers unemployed in Chicago, however, 
by no means indicated a corresponding decrease in the volume 
of the product. The increasing keenness of competition in the 
industry had caused a general tightening up of the organization 
of the clothing houses, most of which had been quite loosely op- 
erated during the war, and in the process hundreds of workers 
were weeded out. A similar and more far-reaching effect came 
from the introduction of cheaper lines of men’s clothing. This 
clothing involved the use of relatively more machine work and 
less hand labor and allowed the same number of suits or over- 
coats to be produced by decidedly fewer workers. 

The groups which suffered most as a result of this change 
in the quality of the product were the cutters, off-pressers, tail- 
ors, and bushelmen. It has been thought wise to confine this 
study to one group alone—the cutters. The cutters were not 
typical but were skilled male workers with relatively high wages, 
formed a homogeneous group, and were willing to give informa- 
tion. They had suffered severely from the new policy, for houses 
which had previously cut suits one or two at a time were now, in 


*See United States Census of Manufactures, 1921 and 1925. 
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many cases, cutting twenty suits at a time and had removed oth- 
er restrictions concerning the matching of patterns and fabrics so 
that one cutter could now do the work which had previously re- 
quired several men. It is worthy of emphasis that this new pro- 
gram, termed “the factory system” by the men, did not involve 
the use of mew machinery; probably there was no machine used 
which had not been in use in the cutting-rooms for ten years. 
Rather, it meant the abrogation of strict rules as to the use of 
machinery and methods already in service—rules which were 
inconsistent with the new policy of producing low-priced cloth- 
ing. Finally, it was only with respect to the cutters that a de- 
liberate attempt was made to overcome the evil results of the 
new policy. 

Since the collective bargaining agreement with the union pro- 
vided for the equal distribution of work among the regular cut- 
ters in slack seasons rather than the discharge of men, a great 
majority of the men clung to their jobs, so that by 1925 cutters 
in the Chicago market worked an average of only from thirty to 
thirty-five hours a week. The agreement, however, did not pro- 
tect the workers who were thrown out of work by the dissolution 
of firms or their removal from the city. Some 300 to 500 cutters 
thus found themselves entirely without work, for with the in- 
creased competition of cheaper clothing, liquidations and consoli- 
dations were numerous and several important houses left the 
city. There thus came to be a large group of cutters who had to 
choose between acting as temporary men, with work only in 
busy seasons, and leaving the industry altogether. Another large 
group, as described later in this article, left the huge factory of 
Hart, Schaffner and Marx in 1926 after receiving a dismissal 
wage. The following discussion attempts to show what happened 
to 370 cutters from these two groups, all of whom had left cut- 
ting in the period 1921-26 and most of whom had gone out in 
the last half of the period. Though the discussion relates to men 
who were deprived of their jobs by different causes, a distinction 
can be made only between the immediate causes of their leaving; 
fundamentally, both groups were forced out by the introduction 
of “popular-priced” clothing. 

The trades in which these 370 men were engaged in the early 
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summer of 1928 are indicated in Table I.* By that time all of 
the men, excepting those who had returned to their trade, had 
been out of cutting at least one and one-half years and had had 
sufficient time to become adjusted to their new situation. Only 

“seventy-five, or 20 per cent, were engaged in any kind of cutting. 
Another seventeen were operating small tailor shops.* Even in- 
cluding all of these, only one-fourth of the men were engaged in 
any trade which was at all similar to cutting. Less than one- 
twentieth of the men were known to have regular union work in 
Chicago. Most of the men with temporary jobs worked but a 
few months a year, and in some cases it was hard to distinguish 
their positions from unemployment. 

Of the 278 men who did not get into any work similar to 
cutting, 42 were not employed at all; these include 6 who had 
never had a regular job since leaving their trade and several 
others who had worked very little. Relatively few had become 
professional men, but skilled workmen, grocers, and drivers* 
were more numerous. Many of the men (15 per cent of the to- 
tal) had salesmen’s jobs of various types, the selling of clothing 
being most common. About a fourth of the salesmen, however, 


were working on a commission basis with very poor jobs. Real 
estate and insurance agents totaled 22 (6 per cent) and here 
again there was a good proportion of exceedingly unremunera- 
tive jobs, though one real estate agent claimed just to have fin- 
ished a year in which he had cleared $8,500, and several others 
appear to have made even more. 


* Eighty-two of the men filled out, more or less completely, questionnaires 
which were sent them. Information concerning about 200 others came through 
personal interviews with the men, their families, or close friends. Scanty informa- 
tion concerning less than a hundred others was provided by employers, fellow- 
workmen, and friends. A few trimmers were included among the men from Hart, 
Schaffner and Marx, but since trimming and cutting are very closely allied trades, 
the groups have not been distinguished in this article. 

* Most of these men merely cut out garments and contracted out the tailor- 
ing—usually to non-union home-workers, a great many of whom have been 
available since the war. 

*Among the individual trades, few were more popular than milk-wagon 
driving. The extreme regularity of employment in this trade and the rather high 
wages paid (often more than $50 a week) combined to make the trade popular. 
Cutters have usually been able to pay the high initiation fees which bar many 
other men. 
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While some of the men had cause for gratification that they 
had left the clothing industry, others had suffered severely. In 
addition to some of the groups already mentioned, the caretakers 
(4 per cent of the total) ,° laborers (2 per cent), and some of the 

TABLE I 


NUMBER AND PERCENTAGE OF TOTAL OF 370 Ex-CuTTERS ENGAGED IN 
SPECIFIED OccuPATIONS, EARLY SUMMER, 1928 








Number Percentage of Total 





1 370° 100.0 
Bartenders and bootleggers 5 1.3 
Caretakers, janitors, messengers, etc 15 4.0 
Cutters, total 75 20.3 
Men’s clothing 

Chicago, regular work, union.............-- 

Chicago, regular work, non-union. ......... 

Chicago, temporary work 

Chicago, job permanence unknown 

Out of city 
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Drivers, truckers, etc 
Factory and industrial workers 
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Printers and book binders 
Tailors and cleaners 
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Dead 


Ill, unemployable 
Unemployed, seeking work 














*This group includes, however, a few gasoline-station attendants who were 
being paid fairly good wages. 
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factory and industrial workers (5 per cent) were paid miserably 
low wages. As a very rough estimate, 25 per cent of the workers 
were in jobs which generally would be conceded to be better 
than cutting, 40 per cent were in worse jobs (this class includes 
those retired, ill, and unemployed), and 35 per cent were in jobs 
approximately as good. 

Two hundred and sixty-four of the men gave information as 
to the first occupations they had entered after leaving cutting. 
The distribution of occupations was quite similar, for the most 


TABLE II 


NUMBER AND PERCENTAGE OF TOTAL Ex-CuTTERS WORKING IN 
SPECIFIED NUMBERS OF TRADES SINCE 
LEAVING CUTTING 








Number of Percentage of 
Number of Trades Cutters Tota 





241 100.0 
Only one trade 129 53-5 
53 21.9 
Three trades 29 12.0 
Four trades 22 9.2 
Five trades 6 2.5 
Six trades 2 °.9 











part, to that shown in Table I. The two significant differences 
discernible are, first, that there has been a movement back to 
cutting, for only about 12 per cent of the total had at first en- 
gaged in cutting of any kind; second, that there had been marked 
decreases in the numbers of salesmen and real estate and insur- 
ance agents, for the percentage the former made up of the total 
had dropped from 19 to 15 and that of the latter from 12 to 6. 
There are other measures of the welfare of the men aside 
from the mere record of the occupations they have taken up. 
Several of these are given in Tables II to VI. From Table II it 
is apparent that over half of the workers had held a regular job 
in but one trade® since leaving cutting; over a fifth had been in 
two and about one-fourth had been in three or more. One man 
* The inquiry concerned trades rather than jobs. Some of these men may 
have had more than one job in the same trade. In a few cases men had changed 


from one trade to another and had then changed back to the first again. Where 
such was the situation, the men were counted as having had three trades. 
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failed successively as crockery salesman, shower-bath salesman, 
ladies’ dress cutter, and taxi driver, and was finally out of work. 
Another man had first acted as a salesman, then worked in an 
enamel works, then served as a mailman, and finally located in 
an iron foundry. Another had worked in a paper mill, then as a 
non-union cutter, then as a bricklayer, and finally had gone back 
to cutting. A fourth had served alternately as a temporary cut- 
ter and bootlegger for several years with long periods of unem- 
ployment between times. 


TABLE III 
NUMBER AND PERCENTAGE OF ToTaLt Ex-CutTters UNEM- 
PLOYED SPECIFIED NUMBERS OF MONTHS BETWEEN LEAV- 
ING CUTTING AND SECURING OTHER REGULAR EMPLOy- 
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Two months. . 
Three months. . 
Four months. 
Five months... . 
Six months... 
Seven months. 
Eight months 
Nine months. 
Ten months. . . 
Eleven months... , 
Twelve months...... eal 12 
More than twelve months....... 31 
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Only 29 per cent of the men went to work directly after leav- 
ing cutting.’ A third of the men lost six months or more. The 
weighted average time lost was five and two-tenths months. 

Data given in Tables IV, V, and VI show that the number 
earning less in 1928 than they had earned as cutters was half 
again as large as the number earning more, that scarcely one- 
fifth of the men owned any share of their businesses, and, quite 
significantly, that over three-fifths of the men stating their wishes 
had either already returned to cutting men’s clothing or wished 
to get back if they could get regular jobs, in spite of the fact that 

* The figures exclude all sick, dead, and retired. 
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the employment situation in the cutting trade was known still 
to be rather bad. The information given in these tables shows 


TABLE IV 


NUMBER AND PERCENTAGE OF TOTAL OF Ex-CuTTERS WHOSE 


EARNINGS IN 


1928 WERE RESPECTIVELY GREATER 


THAN, Less THAN, AND Equat To THEIR EARNINGS 


AS CUTTERS 








Earnings, as Compared with Cutting 


Number of 


Cutters 


Percen' of 
Total” 





Earning more 


Earning same 





276 
84 
128 
64 





100.0 
30.4 
40.4 
23.2 





NUMBER AND PERCENTAGE OF TOTAL OF Ex-CUTTERS OWNING 
PaRT oR ALL OF THE BUSINESSES IN WHICH THEY 
WERE EMPLOYED IN 1928 








Ownership 


Number of 


Cutters 


Tol 








328 
63 
265 





100.0 
19.2 
80.8 





TABLE VI 


NUMBER AND PERCENTAGE OF TOTAL OF Ex-CUTTERS 
Wisainc To RETURN TO REGULAR CUTTING 


Joss IN 1928 








Attitude Toward Returning 


Number of 


Cutters 


Percentage of 
Total 





Wishing to return 
Not wishing to return 





272 
166 
106 





100.0 
61.0 


39.0 





that the changes in the industry have been made at a heavy cost 
to the men forced out. 


II 


An earnest effort to reduce the hardships involved in greater 


emphasis on machine work was made in one of the houses— 
Hart, Schaffner and Marx, a laboratory in which has been car- 





READJUSTMENT OF DISPLACED SKILLED WORKMEN 481 


ried on more than one valuable experiment in the field of labor. 
By 1926, the Hart, Schaffner and Marx cutters were losing an 
average of over one working day in three. Since the firm wanted 
to lay increasing emphasis on its production of popular-priced 
clothing, it was apparent that something would have to be done 
to relieve the labor situation. 

The dismissal wage plan was finally adopted. In the spring 
of 1926 the representatives of the union agreed to relieve the 
firm of all responsibility for employing a number of the cutters 
on condition that each man thus losing his job should be paid 
$500. Two hundred and thirty-six volunteers and conscripts® 
were paid off in this manner during the spring and fall of that 
year. Each union man thus gave up, for the dismissal wage, all 
claim on work with that firm and the names of those who wished 
to continue cutting in Chicago were put at the bottom of the 
union’s waiting list. Since there were already several hundred 
cutters out of work in Chicago and since employers had almost 
ceased taking on regular workers, leaving the firm was little dif- 
ferent from leaving the trade. 

Though the sum agreed on was not thought to measure accu- 
rately the value of the job, it seemed reasonable to expect that 
the man who left work with the dismissal wage would be a little 
more successful in finding other employment than would the man 
who left without it. It will be of interest, therefore, to compare 

* Twenty-five thousand dollars, something over a fifth of the total, was con- 
tributed from the Unemployment Insurance Fund, maintained by the firm and 
the union; the rest was furnished by the firm. The contribution from the Fund 
all went to the first group of men leaving, and the cutters who held their jobs 
agreed to forego insurance benefits until the $25,000 was made up. 

Since this study was made, the Unemployment Insurance Fund of another 
Chicago firm has been used to pay a leaving wage of $300 each to 5 trimmers. 
The same house, Ed V. Price and Company, is now arranging to release some 8 
or 9 hand workers, and pay them $300 each from the Fund. 

* In the spring of 1926 the few non-union men (in accordance with the pref- 
erential shop agreement) and all other cutters who had been originally taken on 
more recently than 1919 were paid off. The total number was about rso. A call 
for volunteers in the fall produced the remainder. When the call for volunteers 
was made those who definitely planned on staying exerted considerable pressure 
to induce others to leave. At least one shrewd individual realized the strength of 


his position and managed to collect an additional $200 from a few of his fellows 
by demanding that they “kick in” or he would not give up his job. 
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the fortunes of these men with those of the men from other 
houses.*° 

It is apparent from Table VII that practically the same pro- 
portion of the members of each group had, in 1928, gone back 
to the cutting of men’s clothing in Chicago. And if tailors be 
included in a group of all trades at all similar to cutting, the per- 
centage is, in either case, almost precisely 25. 

The distribution of the two groups among the other occupa- 
tions is also similar. There were relatively more drivers and more 
real estate and insurance agents among the men from other 
houses but relatively fewer salesmen and a smaller proportion of 
these salesmen displayed the suspicious characteristic of being 
paid on a commission basis. The proportion of unemployed 
among the paid-off men was slightly higher than among the oth- 
ers. There is slender evidence in this comparison of recent 
occupations for saying that one group had become any more sat- 
isfactorily readjusted than the other. 

The other available criteria for comparison offer some, but 
little, evidence that the paid-off men were prospering more than 
the others. Table VIII, perhaps, gives some evidence for con- 
cluding the contrary, but even here there is room for argument 
either way. Though a smaller proportion of the paid-off men 
had worked in only one trade, relatively fewer of them had had 
three trades or more. Of course, having left cutting more re- 

*In spite of some differences in the circumstances of the two groups, this 
comparison is thought to be of value. The differences which are probably most 
significant are: Since many of the Hart, Schaffner and Marx men were volun- 
teers, they can scarcely be called a typical group. They were probably slightly 
younger, on the average, than the men from other houses. They included a great- 
er proportion of Jewish workers, and the Jews were much more successful in se- 
curing employment than were the other men. Finally, they went out later than 
most of the men from other houses. Since very few of the men from other houses 
had left work as early as 1922, however, there was not very much difference in 
time. The employment situation in Chicago in 1926 was probably no worse than 
had been faced by the typical cutter from the other houses. The following figures 
show the number of applicants for each hundred positions at the Chicago Free 
Employment Office for the years 1921-26. (From data supplied by the Illinois 
Industrial Commission. Figure for 1921 is average for the last eight months of 
the year only.) 


i ccdéestaes 1921 1922 1923 1924 1925 1926 
Applicants...... 246 133 121 164 1st 148 
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cently than the other cutters, they had had less opportunity to 


change jobs. 


NUMBER AND PERCENTAGE OF TOTAL OF 217 Ex-CurTtTers From Hart, 
SCHAFFNER AND MARX AND 153 Ex-CUTTERS FROM OTHER FACTORIES 
ENGAGED IN SPECIFIED OccUPATIONS, EARLY SUMMER, 1928 
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The paid-off men had lost an average of only five months 
before getting any regular jobs while the other men had lost an 


TABLE VIII 

NUMBER AND PERCENTAGE OF TOTAL OF Ex-CuTTERS FROM HART, SCHAFFNER 
AND MARX AND OTHER Houses WoRKING IN SPECIFIED NUMBERS 

or TRADES SINCE LEAVING CUTTING 








NuMBer or TRADES 


Noumser or CUTTERS 


PERCENTAGE OF TOTAL 
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45 
17 
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TABLE IX 


NUMBER AND PERCENTAGE OF TOTAL OF Ex-CuTTERS FROM HART, SCHAFFNER 
AND Marx AND OTHER Houses UNEMPLOYED SPECIFIED NUMBERS OF 
MONTHS BETWEEN LEAVING CUTTING AND SECURING OTHER REGULAR 
EMPLOYMENT 








NuMBER oF CUTTERS PERCENTAGE OF TOTAL 
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average of five and eight-tenths months. If the members of the 
former group had all begun seeking work as soon as they left 
cutting there might have been an even greater difference; a 
few of them commented that they did not even look for work for 
several weeks but decided to take a vacation with the $500 
which they had received. 
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The comparisons in Tables X, XI, and XII are slightly fav- 
orable to the men from Hart, Schaffner and Marx. 


TABLE X 
NUMBER AND PERCENTAGE OF TOTAL oF Ex-CuTrers From Hart, SCHAFFNER 
AND Marx AND OTHER Houses WHOosE EARNINGS IN 1928 WERE RESPEC- 
TIVELY GREATER THAN, AND Less THAN, AND EQUAL TO THEIR EARNINGS 
aS CUTTERS 








NoumBer or CUTTERS PERCENTAGE OF TOTAL 





EARNINGS, AS COMPARED 
wits CUTTING 
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TABLE XI 


NUMBER AND PERCENTAGE OF TOTAL OF Ex-CuTTERS From Hart, SCHAFFNER 
AND MARX AND OTHER Houses OwNING Part or ALL OF THE 
BUSINESSES IN WuIcH THEY WERE EMPLOYED IN 1928 








Noumser or Currers PERCENTAGE oF ToTAL 
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TABLE XII 
NUMBER AND PERCENTAGE OF TOTAL OF Ex-CuTTERS FROM HART, SCHAFFNER 
AND MARX AND OTHER HovuseEs WISHING TO RETURN TO 
REGULAR CUTTING JoBS IN 1928 








NumBer or Currers PERCENTAGE oF TOTAL 
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Taking all of these measures together, the evidence indi- 
cates perhaps that the men from the Hart, Schaffner and Marx 
factory have been a bit more successful than the men from other 
houses. The advantage indicated is very slight but, since the 
data are not as complete as could be desired and since the groups 
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are not entirely comparable, it is scarcely safe to judge the 
effectiveness of the dismissal wage. 

The attitude of the paid-off men themselves toward the ex- 
periment is roughly indicated through the answers of 99 who 
were asked whether or not they thought the plan satisfactory. 
Thirty-nine expressed complete satisfaction with the plan, 57 
found fault with some part or all of it, and 3 were indifferent. In 
nearly every case, the men agreed that the idea was a good one 
and the criticisms were chiefly of the way in which it was worked 
out. One is tempted to suspect that the real dissatisfaction is 
explained by the fact that it had not been tried on someone else. 

From the viewpoint of the remaining cutters or of the firm, 
the plan of the dismissal wage has undoubtedly been worth 
while, but from the point of view of the men leaving their jobs, it 
has not been an unqualified success. Though many have pros- 
pered greatly through the change and others certainly have lost 
nothing, a substantial proportion, whether because of age, lack 
of initiative, inadaptability, or unfavorable circumstances, have 
drifted into jobs decidedly inferior to cutting. Probably a ma- 
jority are less satisfied than at their old cutting jobs. In addi- 
tion, the workers lost a great deal of time before getting any 
work at all. The average time lost was five months. The actual 
earnings of the average cutter and trimmer for five months at 
that time amounted to something over $600. Even though in- 
creasing lay-offs would have reduced the earnings if the men had 
stayed, it is probable that the $500 did not pay the cutter even 
enough to remunerate him for his lost time.” 

The question might be raised of how much of the responsi- 
bility for displaced workers rests with the industry and how 
much with society. Certainly the employers and the union in 
this case had taken the initiative in an exceedingly progressive 
step. If the workers had been able to turn to a well-organized 
system of government employment exchanges, they probably 
would have found employment more quickly and the employ- 
ment would probably have been more satisfactory. Since things 
were as they were, the results certainly do not warrant condem- 


™ Some allowance should be made for the time voluntarily lost by some of 
the men who wished to take a vacation and for possible earnings at odd jobs by 
some of the men beforé securing regular employment. 
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nation of the payment of a dismissal wage to the volunteers. 
They acted with their eyes open and were, presumably, able to 
make the readjustment without great personal loss.** The 
drafted men were less favorably situated and may have some 
cause for dissatisfaction. It is to be hoped that some future ex- 
periment will be carried out on a purely voluntary basis in order 
to test how real are some of the apparent faults of such a plan.** 


III 


A third question on which it is possible to throw some light 
with the information at hand is that of the relation of men’s ages 
at leaving to their ability to secure satisfactory employment. Re- 
liable information as to age at leaving cutting is available only 
for the Hart, Schaffner and Marx cutters. The age distribution 
of these men, except for a few whose ages are not known, is given 
by five-year groups in Table XIII. It is apparent that any con- 
clusions drawn from these figures can apply only to those men 
between the ages of twenty and forty-nine, over 92 per cent of 
the cases falling within these limits. 

In Table XIV are given five indices of the welfare of the 
members of the various age-groups in 1928. The table indicates 
that the men from thirty-five to thirty-nine years old changed 
jobs fewer times, lost less time before securing employment, had 
relatively more increases in earnings and fewer decreases, and 
came to be owners of their businesses more frequently than the 
men in any other group. Only the men from forty to forty-four 
years old showed less desire to get back to cutting, and the dif- 
ference between the two groups on this point was negligible. It 

*In the case under observation the volunteers fared far better than did the 
men who were laid off. Not only were they proportionately more numerous than 
the conscripted men among the more desirable jobs but they had had decidedly 
fewer changes of trades and had had a larger percentage of wage increases and a 
smaller percentage of wage decreases. The time lost was about the same for the 
two groups, but the number of owners was over twice as great, proportionately, 


among the volunteers. Whereas less than half of the volunteers wished to get 
back into cutting, three-fourths of the conscripted men wanted to get back. 

* One such experiment has been made on a small scale. In the late summer 
of 1928, twenty clothing workers (chiefly cutters) were paid $300 apiece for 
agreeing to leave the Arthur Nash Clothing Company, of Cincinnati. The firm 
paid the entire amount and none was forced to go against his will. Too short a 
time has elapsed to judge the success of the plan. 
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seems safe to conclude from these indications that the men from 
thirty-five to thirty-nine were decidedly more successful than the 
others in making a readjustment after losing their trade. It is 
generally, though not unanimously, indicated that as the ages 
were progressively greater or less than this the chances for fa- 
vorable readjustment diminished.** 

The question of what becomes of workers who are forced out 
of their trade by technical changes has here been answered to a 

TABLE XIII 


NUMBER AND PERCENTAGE OF TOTAL OF 198 HART, SCHAFFNER 
AND Marx Ex-Cutrers Wao WERE IN SPECIFIED AGE- 
Groups ON LEAVING CUTTING, SUMMER, 1926 








Age-Group Number on 2 of 





198 100. 

I °. 
13 6. 
4! 20. 
62 31 
42 21 
15 
10 


OCnNONHAWWYUANDO 











limited extent for a few workers. (1) After the lapse of several 
years, only one-fourth of these skilled men were engaged in an 
occupation at all similar to that which they had left and only one 
out of five was in any closely related trade; the others were wide- 
ly scattered. The men had lost an average of more than five 
months before getting any regular employment at all, and al- 
most half had changed trades at least once after getting a job. 
Almost half of the men earned less than they had earned as cut- 
ters and only one-fifth of them were owners or part owners of 
businesses. Three-fifths of the men would like to get back into 
regular work in their former trade. (2) A comparison between 

* However, it is pointed out by Dr. B. M. Squires, chairman of the Trade 
Board for the Chicago Men’s Clothing Industry (whose advice and help have 
been indispensable in making this study), that men under thirty-five may be will- 
ing to take more of a chance in looking around for a job and at any rate can 
scarcely be directly compared with the older men as to chance of securing satis- 
factory employment. 





READJUSTMENT OF DISPLACED SKILLED WORKMEN 480 


the success in making readjustments of a group of men who were 
paid a dismissal wage and another group who were not indicates 
that the former group had been more successful but that the dif- 
ference was almost negligible. The data are probably not com- 


TABLE XIV 


Five INDICES OF THE WELFARE OF HART, SCHAFFNER AND MARX 
Ex-CuTTers, CLASSIFIED BY AGES AS OF SUMMER OF 1926 








Men Wuose Aces Were 


Tora. 
AN- 





Irem CoNnSIDERED 


yYERS 
— 25-29 | 30-34 | 35-30 





Number of men _ indicating 
trades engaged in since leav- 
ing cutting 

Average number of trades en- 


Number of men indicating time 
lost before securing regular 
employment* 

Average number of months lost 


Number of men _ indicating 
trend of earnings since leav- 
ing cutting 55 38 

Percentage earning: 

29 | 34 | 50 

53 42 34 

18 24 16 


Number of men _ indicating 

whether they owned business 39 59 41 
Percentage owning 18 20 32 
Percentage not owning 82 80 68 


Number of men indicating atti- 

tude toward returning. ... 9 | 33 53 38 10 
Percentage wanting to go back} 57 56 | 67 58 47 7° 
Percentage not wanting to go 























43 44 | 33 42 53 3° 





* This item excludes all men whose first occupation was selling real estate or insurance or any 
goods on a commission basis; men whose first occupation is not known are also 
jobs usually can be secured with ease and the time lost before getting oma jobs does not have the same 
significance as that lost before obtaining a job. 
plete enough to measure conclusively the effectiveness of the 
wage. (3) Some correlation exists between ages of men and 
their ability to make a satisfactory adjustment; apparently the 
men from thirty-five to thirty-nine years of age have been most 
successful, while remoteness from this age group, in either di- 
rection, has been accompanied by a decreasing chance of secur- 
ing satisfactory employment. Rosert J. Myers 
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International Trade. By F. W. Taussic. New York: Macmil- 
lan Co., 1927. Pp. xxii+425. 

Professor Taussig has performed several very useful tasks in this 
volume. The first section is a careful statement of the classical theory 
of international trade. Professor Taussig sets about his work with 
great lucidity, with almost laborious elaboration, with a rich fulness 
of detail and example, forestalling every objector and giving arith- 
metical illustrations of every variety of possible case. It might be 
complained that he is too copious. It is too much to hope that readers 
below a certain level of intelligence will grasp, or having grasped, will 
retain and apply the principle of comparative costs. At times Profes- 
sor Taussig seems to be catering, laudably but surely in vain, for 
this class of reader. The quicker-witted, for whom alone a book of 
this kind can be of permanent value, may find the rate of advance 
intolerably slow. None the less there is a special importance in the 
scrupulous care of Professor Taussig; for he may be taken to have 
demonstrated once and for all that the classical theory is formally 
correct and can be upheld by the classical methods, and that the multi- 
tude of its critics have not overthrown its main principle. A certain 
simplification had to be assumed by the classical expositors not as a 
condition of the truth of their theory, but as a condition of its easy 
explanation. Professor Taussig has shown that the simplifying as- 
sumptions may be successively withdrawn and that the variations of 
real life do not upset the theory, but may be comprehended within its 
structure. This book provides chapter and verse for convicting all 
future critics of ignoratio elenchi. 

While Professor Taussig must be praised in no small measure for 
this achievement, it is possible to have an uncomfortable sense that 
there is work of reconstruction on the theory of international trade 
which needs doing and which he has left undone. The classical theory 
may be considered with regard, first, to its validity and, second, to its 
method of statement. Professor Taussig has shown both that its main 
proposition, the principle of comparative costs, is valid, and also that 
it can be validly proved by the classical method of making an initial 
assumption about the costs in labor days of making two commodities 
in two countries. The value of the former demonstration is much 
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greater than that of the latter. It is of supreme importance that the 
principle should be clearly demonstrated and generally recognized to 
be a universal law. But the method of proof is a matter of convenience. 
From the fact that it can be proved by a long and studious argument 
in the classical manner, it must not be inferred that this is always the 
most convenient and suitable manner in which to demonstrate it. On 
the contrary it may be urged that what we most need now is a new 
and simpler method of approach. Furthermore it might be contended 
that Professor Taussig’s treatment is capable of doing harm by im- 
planting in superficial minds the view that the law of comparative 
costs is necessarily connected with the old classical assumptions about 
labor costs in two countries. There is no such necessary connection. 

In chapter v Professor Taussig recognizes the important distinc- 
tion between international and domestic goods. In modern conditions 
it may prove convenient to make at least a threefold division into (1) 
the staple goods for which there is an organized world-market and a 
single world-price (with allowance for the cost of transport); (2) 
manufactured goods often qualitatively differing according to their 
national origin with prices differing according to conditions of good 
will, and (3) purely domestic goods that cannot be transported. In 
the case of goods of class (1) it is clumsy to make the assumption of 
two nations trading in two commodities with each other. It is easier 
to think of a world-pool of goods with world-prices into which all na- 
tions contribute something and from which all nations draw. It would 
then be the theorist’s task to show how the law of comparative costs 
governs the size and terms of the contribution, positive or negative, 
which each nation makes in respect of each commodity. 

If each nation is conceived as contributing up to the point at 
which marginal “cost of production” is not greater than the world- 
price of the commodity, our principle defines “cost of production” as 
the quantity of resources required for the production of the commodity 
at the margin the value in terms of world-goods per unit of re- 
sources, that value being equal to the marginal net product of world- 
goods issuing from the resources devoted in that country to the pro- 
duction of world-goods. Other equations are required to show what 
fraction of its resources each country devotes to the production of 
each of the three classes. It is probable that the law of comparative 
costs could be enunciated in some such manner as this more simply 
and intelligibly than through the classical assumptions. 

It has been the special task of Professor Taussig to bring the clas- 
sical doctrine up to date. It is a pity, therefore, that he says (on p. 
62), “rent, let it be briefly noted, is . . . . to be brushed aside 
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We shall treat it as merely a differential element.” Thus he implicitly 
indorses the old one-sided treatment of the rent of land as not being 
an element in cost. 

The second part of this work contains a mass of valuable infor- 
mation and historical illustration from the century before the war. 
It is excellently set out and of great interest. 

The third part treats of international trade under inconvertible 
paper, enunciating general principles with admirable clarity. There is 
unfortunately a passage on the gold-exchange standard (pp. 380-84) 
which is erroneous and injurious. It is injurious because it disparages 
the gold-exchange standard at a time when it is of great importance 
that as many nations as possible should adopt it. It is erroneous be- 
cause it suggests that there is a serious difference in principle between 
the ways in which national prices are adjusted under the gold standard 
and under the gold-exchange standard. Professor Taussig associates 
gold-exchange standards with “currencies managed by discount rates.” 
Does he really believe that in modern conditions prices in a gold- 
standard country are adjusted without the intervention of the central 
bank in raising or lowering its rate? Under the gold and gold-exchange 
systems alike the central bank has to adjust prices by its rate of dis- 
count. Apparently Professor Taussig thinks that those who advocate 
gold-exchange standards imagine that the rate of discount can then 
be used to regulate internal conditions without reference to the balance 
of trade and that “a flow of gold from country to country” causing an 
adjustment of prices is in the long run the only alternative to aban- 
doning a stable rate of exchange. He neglects the flow of foreign ex- 
change into and out of the coffers of the central bank which will occur 
under the gold-exchange standard as ineluctably as would the flow of 
gold under the gold standard, and which will bring precisely the same 
pressure on the central bank to vary its discount rate according to the 
balance of foreign payments. 

The choice between gold and gold-exchange standards has no di- 
rect relation to the question with which Professor Taussig confuses it, 
namely, whether it is possible to take internal business conditions as 
the sole criterion for the use of the discount rate while remaining on 
the gold standard. He contends that in the long run it is impossible 
to do so. No responsible authority would disagree with him. It is not, 
as he suggests, a problem which monetary reformers have neglected; 
on the contrary, its existence is the reason why they lay stress on the 
need for international co-operation. 

R. F. Harrop 


Curist Cuurcn, Oxrorp 
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The Economic Foreign Policy of the United States. By BENJa- 
MIN H. WitiiaMs. New York: McGraw-Hill Book Co., 
Inc., 1929. Pp. vii-+426. 

With system, precision, and clarity Mr. Williams has set forth the 
record of the’ official behavior of the American people in those eco- 
nomic activities which connect them with the rest of the world. It is 
an account of how, through our government, we have tried to arrange 
affairs in this realm and to pursue our own interest; on these matters 
it offers a systematic and valuable text. The study has two main 
parts, the first devoted to the “Diplomacy of Investment,” the second 
to the “Diplomacy of Commerce.” In each there is a careful and 
partly novel ordering of the field, an excellent division not only of the 
subjects which have engaged the attention of the government, but of 
the policies pursued and the means used to achieve them. Even in 
the matter of our dealings with the small Latin-American states, in 
which presidential impulse and initiative played so important a part, 
there appears out of Mr. Williams’ examination a classification of 
doctrine, of aim, and of action. A difficult task has been skilfully per- 
formed. 

That in the volume a full half is given to official action taken to 
regulate, promote, safeguard American capital in foreign lands is a 
recognition of how important a fact in our national life the outward 
movement of American capital and enterprise has become. Of the 
numerous instances of American official action which are given, many 
are open to a somewhat different interpretation than they here receive; 
they are subject to a different stress or measurement as part of the 
course of policy; there might be a different presentation of the pur- 
poses, circumstances, and course of reasoning which caused them to 
be taken. But space does not permit the argument of detail. The pic- 
ture which emerges of the steady effort to extend American financial 
influence, to encourage and protect American investment, and to cre- 
ate conditions under which it can operate steadily and profitably gives 
the main substance of the truth. Of the chief of those contentions by 
which that effort has been supported—that no property should be 
taken without due process of law as that phrase has been interpreted 
by the United States Supreme Court—Mr. Williams brings out the 
full significance in a sentence, “The doctrine is now in the earliest 
stages of what may ultimately become a grand Fourteenth Amendment 
for Latin-America.” 

In the discussion of policy followed in Latin-America, the extent 
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to which governmental action was determined by the explicit purpose 
of serving private American interest is, perhaps, exaggerated. The 
setting and precedents of American action are, in my judgment, over- 
simplified, the complexity and depth of the problems which the gov- 
ernment had before it do not seem to have been fully perceived. The 
thrust of American capital, carried forward by American executives 
and technicians, is one of the incisive revolutionizing factors at work 
today. It makes a call for consent and for change—upon the peoples 
of regions of Central America, a demand that they fit into and learn 
how to use a system which cannot be resisted either by force or pas- 
sive evasion. The pressure toward this consent and change is continu- 
ous. Left to itself the process of penetration into this area has often 
degenerated on the one hand into reckless scheming and will to exploit, 
on the other hand in blind, fierce opposition that sometimes served as 
a cloak for private or party purposes. To those in power in Washing- 
ton there has seemed, on some occasions, a genuinely important op- 
portunity to settle these conflicts and to better what has appeared a 
trouble-stricken region and to add glory to the American name (the 
American version of the white man’s burden); often these feelings 
and convictions rather than the sway of private interest have deter- 
mined action. The course of action once engaged, it is true, the private 
interests involved have received beneficial consideration, but the gov- 
ernment sought a more general benefit and aim as well. The volume 
does not attempt to weigh either the necessity or the balance of good 
or bad resulting from American policy; the demonstration that some 
private advantage was gained by it too often exhausts the analysis. 

From the chapters setting forth the record of our diplomacy of 
commerce, two conclusions that seem dictated by the course of current 
events are apt to be reinforced. Our policy has been determined pri- 
marily by organized producers’ groups. It has been too narrowly na- 
tionalist and too obstructive to meet the requirements of a world that 
will find peace only in generous consideration of neighbors. In this 
realm our policy appears as rigorously self-interested. 

As the hand moves to put Mr. Williams’ book on the shelf, the mind 
may hold a reflection which may or may not be a proper part of fair 
criticism. It is that Mr. Williams’ theme is a vast one that for its 
fullest realization requires a full orchestra. Mr. Williams has played 
it well but with too few instruments, or with too many instruments 
muted. He has observed and clearly sketched the ideas and interests 
which have entered American policy, but the drama of the impact of 
American economic growth on the rest of the world, the actuality of 
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the revolutions it is producing and conflicts incident to it—these the 
reader is not made to realize with sufficient vividness. There is not 
enough sounding of the depth of motive, of moving forces, not enough 
portrayal of personalities, not sufficient appreciation of the contrast- 
ing civilizations that are being brought into contact. Last, there is too 
little recognition of the new (old but reasserted anew) ideas, move- 
ments, and influences which are working to persuade this country, like 
other countries, to adjust its policies to the shrinking of the world and 
the growth of international jurisdiction. Perhaps Mr. Williams be- 
lieves they will all prove unimportant in the face of the nationalist 
feeling and special interests which he has found so powerful in the 
past. 
HERBERT FEIs 
New York City 


Foreign Investments. By Gustav CassEL, THEODOR E. GREG- 
ory, Ropert E. Kuczynsk!, and HENRY KITTREDGE Nor- 
Ton. Chicago: University of Chicago Press, 1928. Pp. ix 
+225. $3.00. 

This book is a symposium of lectures on the Harris Foundation at 


the University of Chicago in the summer of 1928. Professor Cassel’s 
topic is Jmternational Movements of Capital; Professor Gregory’s 
Great Britain and Foreign Investments; Mr. Kuczynski’s, American 
Loans to Germany, and Mr. Norton’s, Backward Countries as a Field 
for Investment. 

Professor Cassel begins with a brief exposition of the theory of 
international trade and finance. Starting from the assumption of trade 
between two countries with independent monetary systems regulated 
in such a way as to keep an invariable price level, he shows that the 
rate of exchange between the currencies of the two countries will cor- 
respond to their respective internal purchasing powers. He then dem- 
onstrates that a real transfer of capital has no effect on exchange rates, 
since it will increase demand for the exchange of the lending country 
in the same degree in which the supply is augmented. Purchasing 
power parity therefore represents the normal rate of exchange even 
when capital transfers enter into the trade relations between the two 
countries. The actual rate may deviate from this norm, but unless 
hindrances are laid on the transactions between the countries con- 
cerned this deviation can be but ephemeral and will in fact last only 
during a period of temporary congestion of the exchange market. If, 
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instead of stabilized paper standards we have the usual gold-standard 
conditions, exchange rates will remain practically fixed, and except for 
similar temporary, though perhaps somewhat longer, aberrations from 
a norm, the relation between the price levels will likewise remain 
stable. The author denies that there is any necessary tendency for for- 
eign loans to increase prices in the borrowing country, but though he 
easily refutes the notion that foreign loans to Germany, for instance, 
compel the Reichsbank to increase its note issues indefinitely, it never- 
theless seems to the reviewer that his generalization with regard to 
loans and prices is a dictum unsupported by argument. The conclu- 
sion, however, that capital movements, whether in or out, can take 
place to an indefinite amount without serious monetary and price dis- 
turbance seems sound enough. 

Professor Cassel’s second lecture deals in orthodox fashion with 
the utility of foreign investments and is a plea for laissez faire in the 
matter. Doubts might arise as to whether an export of capital is as 
essential to export trade in capital goods as the author alleges it to be, 
or whether the welfare of any given country is as closely tied up with 
that of the rest of the world as he is disposed to think. The correlation 
that he seeks to establish between the volume of foreign borrowing in 
the last few years and the export trade of industries producing capital 
goods is interesting but scarcely convincing, and does not warrant his 
conclusion that the causal sequence has run from the inability of cer- 
tain countries to lend on their former scale to a reduction in the export 
trade of their heavy industries. 

The third lecture in Professor Cassel’s series deals with war debts. 
The problems here involved are declared, in magnitude and complex- 
ity, to be quite unprecedented in the history of international capital 
transfers. Economically Germany is almost the sole debtor and the 
United States the principal creditor. The years in which the Dawes 
Plan has been in operation prove nothing as to Germany’s capacity to 
pay. In these years, as a result of huge borrowings, the net movement 
of capital has been into rather than out of Germany. This is obviously 
an emergency phase, and whether Germany can stand the drain of 
capital that reparations and interest will demand when they must be 
paid out of her own resources is an open question. In the matter of 
priority of payments as between reparations and interest, there can be 
no priority for reparations without destroying the exchange market and 
the integrity of this market is guaranteed under the Dawes Plan. As 
soon as payments are made in Germany the Agent-General for Repara- 
tions has the command over German goods and services and their 
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transfer is in no way hampered by Germany. If the Allies put ob- 
stacles in the way of their transfer they have only themselves to blame 
if reparations cannot be translated into real values. There are grave 
objections, therefore, to the abandonment of the exchange-protection 
clause since such abandonment would leave it open to the Allies to 
hinder transfers and at the same time hold Germany responsible. 

Professor Cassel holds that protection and the receipt of repara- 
tions are mutually inconsistent ideals. While it may be granted at once 
that freer trade relations would facilitate the international transfers 
of capital that are involved in reparations, one is not justified in as- 
serting that they cannot be paid without a prior liberalization of trade 
policy. 

Professor Gregory’s lectures are mainly descriptive, dealing re- 
spectively with the attitude of various groups of English opinion to- 
ward foreign investment, with the investment abroad of British capital 
since the war in its relation to the British balance of payments, with 
the changes in the nature, geographical distribution, and yield of Brit- 
ish foreign investment, and with the volume of savings in post-war 
Britain. It is all very interestingly done, but it may be doubted wheth- 
er it will stay long in the reader’s mind. One recalls that the origin of 
this matter was a series of public lectures. These were, obviously, ex- 
cellent lectures but they lose something in print. 

Dr. Kuczynski’s contribution on American loans to Germany is 
along lines that have now become very familiar. After an analysis of 
the nature of these loans and a contrast with those made by other 
countries, the author goes on to show the connection between borrow- 
ing and reparations payments and to consider the future of both. 
While nothing conclusive as to Germany’s capacity to pay has yet 
been established he is of the opinion that it is adequate for present 
obligations and he is disposed to favor a continuation of American 
lending abroad. The eventual inevitable excess of commodity imports 
by this country is rather gloomily presented as a “morning after.” 

Mr. Norton’s essay presents the case for economic penetration, 
and even a mild form of economic imperialism, with an intelligence 
and vigor that are refreshing. This is a job that has been long delayed. 
The middle ground between a doctrinaire adherence to laissez faire 
and rigid notions of national sovereignty, on the one hand, and a mer- 
cenary cynicism, on the other, has been left almost completely uncul- 
tivated. Mr. Norton drives his furrow here with good effect. He deals 
with realities and emphasizes the fact that, in the case of loans made 
to certain countries, both borrowers and lenders will suffer severely 
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if certain safeguards which involve a technical invasion of sovereignty 
are not insisted upon. The loans might better not be made at all than 
without these safeguards, but no lending at all would mean a grave 
economic setback to the desirous borrowers. Mr. Norton believes in 
intervention motivated by liberal principles. One might the more 
readily give assent if we could be a little surer of the liberalism. 
Frank D. GRAHAM 
PRINCETON UNIVERSITY 


The Tariff—An Interpretation of a Bewildering Problem. By 
GrEorGE Crompton. New York: Macmillan, 1927. Pp. 
226. 8vo. $2.50. 

The historic divergence of opinion on the tariff between business 
men and the majority of economists has stimulated the author of this 
book to re-examine the entire question. His effort to reconcile the os- 
tensible conflict between theory and practice consists, in brief, of a re- 
statement and indorsement, with qualifications and additions, of the 
arguments of Hamilton, List, and the “historical school” of econo- 
mists. It will be observed that the author expresses substantial agree- 
ment with the views of these writers at most points where they clash 
with the views of the classical school. He holds that the “infant indus- 
tries” argument for protection is the one which most successfully 
bears critical examination, from the point of view of either the scholar 
or the man of affairs. Furthermore—and here he makes his most orig- 
inal and interesting contribution—he believes that the period of 
growth and development of industries is much longer and the struggle 
really to place them in a position of indifference to foreign competi- 
tion is much greater than is usually assumed. 

The first half of the book, devoted to the history of the protec- 
tion—free-trade controversy and an appraisal of the arguments used 
on both sides, forms a useful review of material familiar to students of 
economics and a valuable condensation for the general reader. In 
spite of the author’s leaning toward “scientific protection” he holds 
free trade to be the goal toward which a nation should aim, after it is 
thoroughly industrialized. He considers the theory of free trade ad- 
vanced by the classical school “fundamentally correct” if we accept 
the assumptions on which it is based, but he rejects the suppositions 
of natural rights, harmony of economic interests, knowledge of his 
own interests by the individual, and unchanging economic laws. Nev- 
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ertheless, he quotes with approval W. Cunningham’s assertion that the 
classical free-trade theory “gives us a basis for estimating the expense 
at which any particular piece of trade restriction is carried out.” To 
many readers the author will seem rather inconsistent in conceding so 
much “fundamental soundness” to the classicists, while yet he goes 
along with the historical school. 

Among “protectionist fallacies” which, he says, have been riddled 
by the classical school, are the “favorable” trade-balance fallacy, the 
“home market” argument in its crude form, and the idea that the tariff 
is the cause of high wages. He considers as one “free-trade fallacy” 
the assertion that protection stops progress. “Long before the Great 
War it was evident that as a general thing American machinery and 
methods were the very best, and that in many kinds of industries Eu- 
ropean workshops and factories were far behind.” 

The cost of the protective tariff is overestimated, because it is 
usually invoked to stimulate the production of goods which are “not 
far below the line” of comparative advantage for the nation at that 
particular time, while it cuts down on the exports which, of all goods 
sold abroad, cost most to make at home. The shift in production and 
consumption is, therefore, not great, while the terms of international 
exchange may be altered in favor of the protectionist country. 

The second half of the book is occupied mainly with a discussion 
of the nature and course of industrial development, and with particu- 
lar emphasis on the difficulties encountered by all countries in building 
up industries. With an account of the growth of industry during the 
middle ages and the industrial revolution as a background, he enters 
upon a discussion of the development of American manufactures in 
the nineteenth century. He calls attention to all the well-known ob- 
stacles to the growth of manufacturing in the United States, such as the 
comparative advantage enjoyed by agriculture, but in addition to all 
these things, and at least equal in the author’s opinion to any of them, 
was the fact that the technique of industry in America lagged behind 
that of English industry. Lack of intangible equipment—trade secrets 
and industrial knowledge, particularly on the part of foremen, over- 
seers, and managers—was the great handicap. It was largely the lack 
of familiarity with certain industrial processes that made many Amer- 
ican manufactured goods seem crude during the first three-quarters of 
the nineteenth century. 

As to the future, he considers that protection probably will be 
permanent in some cases, as, first, with regard to industries absolutely 
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necessary for national defence, although of these he thinks there are 
only a few; second, as a safeguard against dumping; third, as a means 
of securing favored treatment from other nations. Agricultural duties 
he does not consider of much importance, but thinks it may be neces- 
sary to apply duties to products of the soil in somewhat the same way 
as Germany has done. The application of the protective policy by 
England will not be very successful and most European tariffs proba- 
bly defeat their own ends. “European countries have little to learn 
from each other, since most processes and machines are now well 
known” (which seems rather inconsistent with some of his previous 
statements). 

The author has not discovered any new principle which reconciles 
hitherto conflicting views on the tariff. Yet Mr. Crompton has pre- 
sented his case so well, and his views on the nature and course of in- 
dustrial development are so original, that the book is well worth 
perusal. 

Mark A. SMITH 

Wasurncron, D.C. 


On Stimulus in the Economic Life. By Str JostauH Stamp, G.B.E. 
The Rede Lecture. Cambridge University Press, 1927. 


Pp. 68. 

The materials of this refreshing and provocative synthesis are 
mainly drawn from two big boxes: factors in industrial efficiency and 
economic cycles. Starting from the abstractly possible long-run results 
of any change in incentive (the immediate action may give a perma- 
nent change in the level of activity—higher or lower—or may be fol- 
lowed by action and reaction of equal or unequal amounts), our author 
assembles a wide range of illustrations, seeking in the end to discover 
what sort of stimuli permanently raise the level of social-economic 
performance. Most of the time he is engaged in daring forays into 
strange realms, seeking analogies, like animal reactions to drug stimu- 
lants, or more directly usable foundations, such as psychological laws 
of “habit-formation and of creative thought. Rarely does he linger 
within the shelter of his special province, finance. Consequently he is 
hampered by the difficulty of distinguishing satisfactorily “incentives” 
or “stimuli” from the innumerable other conditions affecting perform- 
ance, and necessarily he exposes himself to technical controversies on 
almost every page. At one point, for instance, Pavloff’s alleged evi- 
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dence for inheritance of acquired characters may be received a shade 
too hospitably; and when our author concludes that exact quantitative 
laws of the effects of specified doses of drugs, fertilizers, heat treat- 
ments, etc., are lacking, he seems to divide too sharply the exact from 
the inexact. The Weber-Fechner law of psycho-physics is unaccount- 
ably slighted. We are grateful, in any case, for these novel cases of 
diminishing returns, and interested to learn that multiple causation 
baffles our neighbors in the natural sciences as well as ourselves. 

Among the more practical inferences drawn are the following: 
Price inflation is generally an antisocial stimulus to business. Action 
is followed by somewhat more than reaction, all results considered— 
even to the immediate beneficiaries as a class, it seems. High wages 
are somewhat equivocal blessings, since it is doubtful if the leisure 
they make possible is well used by laborers. The taxes now prevailing 
in Britain are probably not substantially inhibiting business. Earlier 
generations of men worked vigorously for lower net real incomes than 
their descendants now enjoy, and the stimulus given to business by 
lowering income taxes would almost certainly fall far short of the 
result necessary to maintain total tax yields. The most fruitful sort of 
stimulus to economic life, in the long run, is that which promotes dis- 
covery and invention. Materials like the acute observations of Graham 
Wallas indicate how such creation can be increased. Nations already 
rich are at an advantage, for progress-work and new equipment require 
a high investment. “Necessity may be the mother of invention,” ob- 
serves Sir Josiah Stamp, “but in her poverty she can afford very few 
children and birth control is a real corollary.” 

Z. C. DicKINSON 
UNIVERSITY OF MICHIGAN 


Banking Theories in the United States before 1860. By Harry 
E. Mitter. Cambridge: Harvard University Press, 1927. 
Pp. 240. $2.50. 

This book discusses an important phase in the economic history 
of this country; gives an interesting account of early writers and 
writings on currency questions, and traces the gradual education of our 
bankers, public men, and economists in the theory and practice of 
banking. 

Different aspects of banking theory are noted in the order in which 
they attracted attention in connection with our monetary and banking 
problems and their discussion by contemporary writers is summarized 
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and evaluated. The author classifies these under the heads: “The 
Utility of Banks as a Source of Media of Payment”’; “The Utility of 
Banks as Agencies in the Distribution of Loanable Funds”; “Bank 
Notes and Bank Deposits,” and “Banking Policy and the Business 
Cycle.” 

Under the first head the principal topics considered are: “early 
minor arguments concerning the merits of banks,” “banks and the 
increase in the country’s capital,” bank currency as a substitute for 
metallic money and its influence on the international movement of 
the precious metals, banks and price movements, and banks and elas- 
ticity ; under the second, the theses that banks are mere intermediaries 
between borrowers and lenders, the problems of their ability to aid 
farmers, of their influence on speculation and of their power to dis- 
criminate between borrowers; under the third, “the nature of bank 
deposits,” the problems of the controvertibility and security of note 
issues, and bank reserves; and under the fourth, short versus long- 
term loans, “the relative merits of different types of commercial paper,” 
the discount rate, “theories of the causes of crisis and cycles,” and 
“suggestions for moderating the cycle.” 

With this method of classification the author has been unable to 
avoid a large amount of repetition, but this probably has not greatly 
added to the size or seriously affected the value of the book. Generally 


speaking the author has done his work well and his book should be 
welcomed by students. 


WitiiaM A. Scott 


UNIVERSITY OF WISCONSIN 





BOOKS RECEIVED 


Banos, Olegario Fernandez. Dinamis- 
mo de los Precios y Carestia de la 
Vida. (Madrid: Industrial Gra- 
fica, 1928.) 

Bezanson, Anne. Earnings and Work- 
ing Opportunity in the Upholstery 
Weavers’ Trade in 25 Plants in 
Philadelphia. (Philadelphia: Uni- 
versity of Pennsylvania Press, 
1928.) 

Bishop, Avard Longley. The Financ- 
ing of Business Enterprises. (New 
York: Harper & Bros., 1929.) 

Black, John D. Agricultural Reform 
in the United States. (New York: 
McGraw-Hill Book Co., Inc., 


1929.) 

Bowley, A. L. F. ¥. Edgeworth’s Con- 
tributions to Mathematical Statis- 
tics. (London: Royal Statistical 
Society, 1928.) 

Cecil, Robert. The Way of Peace (New 
York: John Day Co., 1929). 
Chance, Roger. Until Philosophers are 
Kings. (Oxford: Oxford Univer- 

sity Press, 1929.) 

Chicos, Stefan. Le contréle de l’en- 
gagement des dépenses publiques 
(Paris: Recueil Sirey, 1929). 

Cleveland, Frederick A. Modern Scien- 
tific Knowledge of Nature, Man 
and Society. (New York: Ronald 
Press Company, 1929.) 

Comstock, Alzada. Taxation in the 
Modern State. (New York: Long- 
mans, Green & Co., 1929.) 

Crum, William L. Corporate Earning 
Power. (Stanford University: 
Stanford University Press, 1929.) 

Diehl, Dr. Karl. Die rechtlichen Grund- 
lagen des Kapitalismus. (Jena: 
Verlag von Gustav Fischer, 1929.) 

Edie, Lionel D. Capital, the Money 
Market, and Gold: Studies in 
Business Administration, Vol. I, 
No. 1, The School of Commerce 
and Administration, The Univer- 
city of Chicago. (Chicago: Uni- 
versity of Chicago Press, 1929.) 

Eulenburg, Franz. Grundriss der So- 
zialokonomik. (Tiibingen: Verlag 
von J. C. B. Mohr, 1929.) 


Folts, F. E., and Stillman, A. B. Jnter- 
pretive Accounting (New York: 
Longmans, Green & Co., 1929). 

Gemmill, Paul F. Present Day Labor 
Relations (New York: John Wiley 
& Sons, Inc., 1929). 

Hahn, L. Albert. Geld und Kredit, Ge- 
sammelte Aufsitse, Neue Folge. 
(Tiibingen: Verlag von J. C. B. 
Mohr, 1929.) 

Hall, Lincoln W. An Approach to Defi- 
nite Forecasting. (Philadelphia: 
University of Pennsylvania Press, 


1929.) 

Hayek, Friedrich A. Geldtheorie und 
Konjunkturtheorie (Wien: Hold- 
er-Pichler-Tempsky, 1929). 

Heinze, Dr. Gerhard. Statische oder 
dynamische Zinstheorie? (Leip- 
zig: A. Deichertsche Verlagsbuch- 
handlung, 1928.) 

Herring, E. Pendleton. Group Repre- 
sentation before Congress. (Balti- 
more: Johns Hopkins Press, 1929.) 

Herzog, Peter W. The Morris Plan of 
Industrial Banking (Chicago: A. 
W. Shaw Co., 1928). 

Hutchins, Grace. Labor and Silk (New 
York: International Publishers, 
1929). 

Kirkaldy, A. W. The Romance of 
Trade. (New York: E. P. Dutton 
& Co., Inc., 1929.) 

League of Nations. Memorandum on 
International Trade and Balance 
of Payments, 1913-1927. Volume 
I, Review of World Trade and 
Balance of Payments (Geneva: 
League of Nations, 1928). 

League of Nations. Memorandum on 
Production and Trade, 1913 and 
1923-27. (Geneva: League of Na- 
tions, 1929.) 

League of Nations. Report of the Eco- 
nomic Consultative Committee. 
(Geneva: League of Nations, 
1929.) 

Lebel, Leon. Family Allowances (Mon- 
treal: Leon Lebel, 1929). 

London Statistics, 1926-27 (London: 
London County Council, 1929). 


593 





504 


Lorwin, Lewis L. Labor and Interna- 
tionalism (New York: Macmillan 
Co., 1929). 

Martin, P. W. Unemployment and 
Purchasing Power. (London: P. 
S. King & Son, Ltd., 1929.) 

Moore, Henry Ludwell. Synthetic Eco- 
nomics. (New York: Macmillan 
Co., 1929.) 

Morse, Hosea Ballou. The Chronicles 
of the East India Company Trad- 
ing to China 1635-1834, Vol. V. 
(Cambridge: Harvard University 
Press, 1929.) 

National Industrial Conference Board, 
Inc. Industrial Standardization. 
(New York: National Industrial 
Conference Board, Inc., 1929.) 

National Industrial Conference Board, 
Inc. A Picture of World Economic 
Conditions at the Beginning of 
1929. (New York: National In- 
dustrial Conference Board, Inc., 
1929.) 

National Industrial Conference Board, 
Inc. The Cost of Living in the 
United States in 1928. (New York: 
National Industrial Conference 


Board, Inc., 1929.) 

Neisser, Dr. Hans. Der Tauschwert des 
Geldes. (Jena: Verlag von Gus- 
tav Fischer, 1928.) 

Norton, L. J. and Stewart, C. L. Sea- 


sonal Features of Illinois Grain 
Marketing. (Urbana: University 
of Illinois, 1929.) 

Report of the Committee of the Presi- 
dent’s Conference on Unemploy- 
ment. Recent Economic Changes 
in the United States, Vols. I-II. 
(New York: McGraw-Hill Book 
Co., Inc., 1929.) 

République Turque, Office Central de 
Statistique. Annuaire Statistique, 
Vol. I. (Angora: Imp. Zellitch 
Fréres, 1928.) 

Répke, Dr. Wilhelm. Die Theorie der 
Kapitalbildung. (Tiibingen: Ver- 
lag von J. C. B. Mohr, 1929.) 

Rueff, Jacques. From the Physical to 
the Social Sciences. (Baltimore: 
Johns Hopkins Press, 1929.) 

Salter, J. T. The Non-Partisan Ballot 
in Certain Pennsylvania Cities. 
(Philadelphia: University of Penn- 
sylvania Press, 1928.) 

Schmeckebier, Laurence F. The Bu- 
reau of Engraving and Printing 


BOOKS RECEIVED 


(Baltimore: Johns Hopkins Press, 
1929). 

Sering, M. Internationale Preisbewe- 
gung und Lage der Landwirtschaft 
in den aussertropischen Léandern. 
(Berlin: Verlagsbuchhandlung 
Paul Parey, 1929.) 

Simon, E. D. How To Abolish the 
Slums. New York: Longmans, 
Green & Co., 1929). 

Smith, Munroe. The Development of 
European Law. (New York: Co- 
lumbia University Press, 1928.) 

Stewart, C. L.; Norton, L. J.; and 
Rickey, L. F. Market Destinations 
of Illinois Grain. (Urbana: Uni- 
versity of Illinois, 1928.) 

Sweden Royal Social Board. Social 
Work and Legislation in Sweden 
(Stockholm: P. A. Norstedt & 
Soner, 1928). 

Tribolet, Leslie Bennett. The Interna- 
tional Aspects of Electrical Com- 
munications in the Pacific Area. 
(Baltimore: Johns Hopkins Press, 
1929.) 

Vanderblue, Homer B. Problems in 
Business Economics (revised ed.). 
(Chicago: A. W. Shaw Co., 1929.) 

Vella, G. Frisella. Jl trafico Fra 
L’America e L’Oriente attraverso 
il Mediterraneo (Palermo: Remo 
Sandron, 1928). 

Vella, G. Frisella. Temi e problemi sulla 
cosidetta questione meridionale 
(Palermo: La Luce Casa Editrice 
Librarie Sicula, 1928). 

Waugh, Frederick V. Quality as a De- 
terminant of Vegetable Prices. 
(New York: Columbia Univer- 
sity Press, 1929.) 

Willoughby, W. F. Principles of Judi- 
cial Administration. (Washington: 
Institute for Government Re- 
search, The Brookings Institution, 
1929.) 

Wriston, Henry Merritt. Executive 
Agents in American Foreign Rela- 
tions. (Baltimore: Johns Hopkins 
Press, 1929.) 

Zimmerman, Carle C. Incomes and 
Expenditures of Village and Town 
Families in Minnesota. (St. Paul: 
Agricultural Experiment Station, 
University of Minnesota, 1929.) 

Zimmern, Alfred. America and Europe 
and Other Essays. (Oxford: Ox- 
ford University Press, 1929.) 








“om. 





